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2 Devising fair and effective 
technology-export controls 

Talbot S. Lindstrom 


Recognizing the Soviets' quantitative military ad¬ 
vantage, the U.S. and its allies are striving to main¬ 
tain a qualitative edge. Critical to this effort is the 
protection of Western high technology. Outlining 
the West's export control program, this article ex¬ 
plains the rationale for regulating technology trans¬ 
fer, describes ongoing initiatives to frustrate Soviet 
acquisition of this technology, and spotlights the 
difficulties of formulating policies that adequately 
protect national security yet do not unfairly restrict 
free enterprise. 


S Checks on technology transfer*, 
the defense stakes are high 

Arthur F. Van Cook 


Soviet bloc nations, which have often been able 
to acquire U.S. high technology with military appli¬ 
cations, are continuing iheir efforts unabated and 
pose a serious threat to our national security inter¬ 
ests. The Congress, the administration, and the De¬ 
fense Department recognize the dangers and are 
taking action to control the outflow of militarily use¬ 
ful technology. The author of this article discusses 
damage already done, reviews the complex and 
sensitive issues involved, and outlines initiatives 
underway to address the problem. 


1 ft Lifting limits on end strength: 
8 U results of a DoD experiment 

Larry W. lacy 


Personnel end-strength ceilings are necessary to 
curb the growth of federal payrolls—true or false? 
In the case of the Defense Department's industrial 
fund activities, false. To test the premise, Congress 
temporarily lifted year-end caps on the number of 
civilians working at those facilities. During the FY 
1983 test period, employment levels remained sta¬ 
ble, installations saved millions of dollars, and per¬ 
sonnel management, training practices, and recruit¬ 
ing improved as well. The author describes the 
details of the experiment In this article. 
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The strengths and weaknesses 
of multiyear contracting 

Major Danton G. Steele II, USA 


Annual contracting, that is, budgeting enough 
money to satisfy one year’s procurement require¬ 
ments, Is coming under increasing scrutiny as an 
approach to defense acquisition. It coniributes to 
program instability, which In turn leads to reduced 
competition and a weakened defense industrial 
base. This article considers wider use of multiyear 
procurement as an .alternative to annual arrange¬ 
ments. The author outlines circumstances under 
which multiyear contracting Is appropriate and dis¬ 
cusses its potential benefits to the government. 


9ft Forecasting the economic impact 
abO of major defense acquisitions 

Brigadier General Gordon E. Fornell, USAF 
and 

Lieutenant Colonel Glenn H. Vogel, USAF 


When decision-makers give the go-ahead for ac¬ 
quisition of a major new weapon system, their pri¬ 
mary goal Is to strengthen our national security. But 
procurement of such a system also has important 
economic consequences, and knowing what they 
are can greatly aid policy-makers and planners. 
The Defense Economic impact Modeling Syslem 
offers a tool useful in assessing those conse¬ 
quences, and this article Illustrates some ol its ap¬ 
plications by reference to the planned procurement 
of the Peacekeeper missile system. 
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technology-export controls 

By TALBOT S. LINDSTROM 

As the number of commodities incorporating technology 
with both civilian and military applications increases, so too does the need 
for well-conceived , pragmatic export controls. 


M uch has been written lately about controlling the 
export of high technology to the communist bloc. 
While the writers have been well-meaning, many of 
them have missed the mark because of a basic misun¬ 
derstanding concerning the true nature of export control- 
In order to fully appreciate the issues involved, one 
must understand the underlying rationale for export con¬ 
trol. What is the problem? What ts the government 
doing about it? And why? 

The fundamental reason for controlling high- 
technology exports is to maintain the West’s military 
fead. If that lead is not maintained, we will have to try 
to compete with the Soviet bloc man-for-man and gun- 
for-gun. The Warsaw Pact maintains a much larger 
standing army than does the Western Alliance and en¬ 
joys a significant numerical advantage both in personnel 
and materiel. To counter this force on its own terms 
would require substantial increases in the military budg¬ 
ets of the alliance. 

Instead, we have chosen to build our deterrence on 
superiority in technology—to design and build equip¬ 
ment that outperforms the competition. To increase the 
leverage of our defense dollars we are using fewer peo¬ 
ple and equipping them with weapon systems that are 
better than those of our potential adversaries. 

The United States, for example, has atready fielded 
sophisticated CM systems that utilize networks of small, 
ruggedized microcomputers for real-time targeting and 
battlefield reconnaissance. The Soviets, because of their 
lag in microelectronic production technology, have been 
unable to make extensive use of such microcomputers. 


In fact, a recent article in Byte magazine noted that the 
Soviet Union is still producing inferior microcomputers 
based on older American designs. 3 

Similarly, the superiority of Western combat aircraft 
in both thrust-to-weiglu ratio and the reliability of high- 
performance jet engines, due in part to advances in met¬ 
allurgy, gives us a significant operational advantage in 
tactical air warfare. Soviet acquisition of this technol¬ 
ogy would greatly reduce that advantage. 

So far, the West has managed to stay a few years 
ahead of the Soviets in deployed technology, but this 
lead is vulnerable due to several factors. Our time tine 
for weapon systems development is one of these. The 
period of time from beginning of development to actual 
deployment in the field can be as long as ten years, and 
a useful deployed life of 20 additional years is not un¬ 
usual. The fruits of this long-term investment are seri¬ 
ously jeopardized if our potential adversaries obtain a 
system's technology early in its development or test 
cycle. 

The changing relationship between civilian and mi®*~ 
tary technologies also makes our lead vulnerable. Thirty 
years ago, military technology was far ahead of that 
the private sector; sophisticated military electronics ti 1 * 
no civilian counterpart. Today, the situation is very d** 
ferent. We increasingly find that military systems i nc& r 
porate technology which is already in the civili*** 1 
marketplace. The microelectronics revolution, for 

'Ruth Heuertz, "Soviet Microprocessors 
Microcomputers," Byte, April 1984, pp. 351-362. 



vict acquisition. 

The pluralistic makeup of Western society represents 
a third area of vulnerability. The allies’ use of advanced 
technology in weapon systems is subject to multilateral 
negotiations and mutual agreement among the Atlantic 
partners. As a result, progress in modernizing NATO 
forces is sometimes agonizingly slow and this pace af- 
j fords the Soviets time to narrow the technological gap. 
Also threatening our technological lead is a massive 
Soviet program, directed from the highest levels of the 
Kremlin, to acquire Western military technology at any 
cost and by any and all means. Testifying before the 
U S. Senate Permanent Subcommittee on Investigations 
in 1982, William Casey, Director of the Central Intelli¬ 
gence Agency, reported: 

The KGB has developed a large, independent, spe¬ 
cialized organization which does nothing but work 
on getting access to Western science and technol¬ 
ogy. They have been recruiting about 100 young 
scientists and engineers a year for the last 15 
years. They roam the world looking for technol¬ 
ogy to pick up. Back in Moscow there are 400 to 
500 assessing what they might need and where 
they might get it—doing their targeting and then 
assessing what they get. It’s a very sophisticated 
and far-flung operation. 

, A recent Jerusalem Post article provided additional 
information on Soviet efforts in this area. 2 It quotes 
Jewish emigres who stated that the Soviets have bought 
entire factories from the West to obtain otherwise re¬ 
stricted commodities, in one instance purchasing a ball¬ 
point pen factory in the U S. in order to obtain the ball¬ 
bearing technology needed to make gyroscopes for 
rocket-guidance systems. According to the emigres, 
hardly a single Soviet engineer or technologist goes 
abroad on business without first being briefed and given 
some intelligence assignment by the KGB. 

Several cases of illegal diversion by the Soviets have 
made the headlines. One of these took place in late 
1983, when a cooperative effort by the United States, 

I Germany, and Sweden resulted in the seizure of more 
than forty tons of high-technology information- 
processing equipment illegally bound for the Soviet 
Union. The equipment, exported from the United States 
under a variety of individual and bulk-export licenses, 
was being routed through a maze of free-world coun- 


2 Victor Perry, "Soviets Busy Hijacking Western High 
Technology," Jerusalem Post, May If, 1984. 


B carefully steer a course between two extremes. On the 
one hand, we must not restrict technology exchange to 
such an extent that we actually slow the pace of Western 
technological development. On the other hand, we can¬ 
not be so cavalier in the face of Soviet success that we 
in effect throw up our hands and do nothing. Like many 
difficult real-world problems, control of technology 
transfer is within the realm of the possible; it requires a 
pragmatic approach that balances the competing policy 
considerations and also optimizes the benefit-cost ratio. 

We need to realize that we can increase our techno¬ 
logical lead in two ways—by moving the West farther 
ahead and by holding the Soviets back. Recognizing this 
fact, the Reagan administration has adopted an approach 
of promoting technology exchange and development 
with our friends and allies while at the same time re¬ 
stricting technology transfer to potential adversaries. 
These activities complement each other; neither can suc¬ 
ceed alone. 

President Reagan stated the U.S. position on sharing 
technology within the Western Alliance in July 1981. 
He emphasized that this nation’s policy is to encourage 
conventional arms transfers and coproduction arrange¬ 
ments, help our allies and friendly nations strengthen 
their military and industrial base capabilities, and foster 
regional and national security goals and objectives. In 
carrying out this policy, Secretary of Defense Caspar 
W. Weinberger and NATO Ambassador David Abshire 
have initiated or proposed several major cooperative 
measures, including programs for achieving conven¬ 
tional force multiplier effects through the exploitation of 
emerging technologies. 

The United States has also undertaken initiatives de¬ 
signed to restrict the flow of militarily critical technol¬ 
ogy to potential adversaries. They constitute a realistic 
course of action rather than one based on popular myths 
about technology transfer. Thus they recognize that, for 
a number of reasons, it is impossible to prevent all un¬ 
desirable technology transfer. Some transfer occurs and 
will continue to occur illegally. An open society, which 
is absolutely essential to our continued scientific and 
technological progress, creates some targets of opportu¬ 
nity for the Soviets that we can never fully protect. 

The objective of export controls, then, is delay, not 


i Caspar W. Weinberger, The Technology Transfer Control 
Program: A Report to the 98th Congress, Second Session, 
U.S. Department of Defense, Washington, DC, T'elnuary 
1984, pp.56-58. 



Workafs unload part of the to tons of computers with militar¬ 
ily critical technology that were seized in Operation Exodus by 
U S. and German Customs officials; at right, Robert Rosen ol 
Harry Diamond Labs examines a central processing unit highly 
coveted by the Soviets. 

prevention. Though high technology has a short useful 
life, during that life, wc want to make the know-how as 
difficult as possible for the Soviets to obtain. If they do 
succeed, wc want to make the effort as costly as possi¬ 
ble. Let the Soviets expend their own resources to ac¬ 
quire high technology rather than get it from the West at 
a fraction of what it cost us to research it, develop it, 
engineer it, figure out how to manufacture it, and con¬ 
trol its quality. The West will be better able to maintain 
its advantage if the already resource-limited Soviet 
economy has to bear the full economic brunt of techno¬ 
logical innovations. 

Another widely held misconception is that the United 
States has a monopoly on technology. Save in a few 
areas, we do not. Therefore, if controls are to be effec¬ 
tive, they must be multinational in those areas where we 


Finally, our export control efforts acknowledge that 
the United States, as a practical matter, cannot police till 
activity. Consequently, they concentrate the govern¬ 
ment’s limited resources on those areas offering the 
highest potential payoff. 

Two implicit policy objectives underlie the adminis¬ 
tration’s approach to restricting technology flow to the 
Soviets. One is more effective control mechanisms at 
the international, national, and agency levels. The other 
is minimization of adverse effects on American busi¬ 
ness. Three principles—fairness, predictability, and 
participation—have guided policy-makers in working 
toward this latter objective. 

In the interest of fairness, American industry inu.si 
not be put at a disadvantage in the world marketplace 
and controls must he updated regularly to reflect current 
states-of-the-art. Predictability requires a common, con¬ 
sistently enforced, government-wide policy, and 
prompt, uniform export-license processing. Participa¬ 
tion means full industry involvement in policy-making 
and the resolution of problems through cooperation, not 
confrontation. 
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tary and civilian applications—the administration has 
made revival of the Coordinating Committee for Multi¬ 
lateral Security Export Controls, or COCOM, on? of its 
top priorities. COCOM is an international control or¬ 
ganization formed after World War II; its members in¬ 
clude all NATO countries (except Iceland and Spain) 
and Japan. Four years ago, COCOM was moribund 
from years of neglect, but since then it has become iin 
effective control mechanism. 

Recently, for example, the committee completed its 
review of a list of commodities and technologies for 
which export protection might be appropriate. Members 
concluded that review, capped by a new agreement on 
computers, on terms that neither handicap industry nor 
compromise Western security. Low-level computers of 
limited strategic application are to be exempt from em¬ 
bargo, thus enabling U.S. computer manufacturers to 
compete equally with their foreign counterparts. Con¬ 
versely, the accord places a membership-wide prohibi¬ 
tion against exportation of ruggedized computers, 
supermini, and large mainframes. 

By bringing software under specific embargo for the 
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tnonly used business software, will be free from con¬ 
trol. But all COCOM members equally will prohibit ex¬ 
port of certain types of software with strategic 
applications. 

The committee also established tougher controls on 
digital communications switches. Although the United 
States has long embargoed these switches, other West¬ 
ern industrial countries arc now following suit as well. 
In the summer of 1984, for example, European firms 
withdrew bids to provide Bulgaria with sophisticated 
central telephone networks, which communist bloc 
countries often use for military command-and-control. 

COCOM has also achieved a major breakthrough in 
the control of strategic technology. Up until now, when 
an item was decontrolled, so too was the technology 
used to make it. But because COCOM nations have 
agreed to embargo the technology for manufacturing 
even unembargoed computers, the U.S. has been able to 
ease controls on much higher levels of end products. 
This revised policy protects against the release of tech¬ 
nology, yet affords companies an opportunity to market 
certain items that previously woutd have been con- 
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, tiecmpnasizc control oi products." 
j f* addition to its work with COCOM, the administra- 
has undertaken a major initiative involving coop- 
jion between the U.S and the People’s Republic of 
on matters relating to military technology. As Dr. 
P. Wade Jr., the interim Under Secretary of De- 
*;c for Research and Engineering, recently explained 
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Pentagon conference of representatives from 
j-^space and electronics industries, “We now consider 
People’s Republic of China to be a friendly but non- 
country and are interested in assisting it to mod- 
i -£.e its armed forces to improve its defensive 


^ 1 ^abilities.” He added, “Joint participation by the 
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jted States and the People’s Republic of China in 


*>■* 


^grams using U.S. technology to modernize their 


;d forces is to our mutual benefit.” 


\Vliile noting the relaxation in export restrictions. Dr. 
y^^ide also stated that sale of certain controlled items 
. fxcl technologies continues to require COCOM review 
approval and that no major official relaxation to- 
Nv , £1 rd the People’s Republic of China by COCOM is ex- 
p e cted. “We do not intend to undermine this important 
multinational body,” he said. 


B ii order to effectively support our international efforts, 
the administration has reorganized the federal govern¬ 
ment ’s export control network. Not surprisingly, federal 
agencies have different points of view on technology 
control, largely due to the differing nature of their mis¬ 
sions. The Department of Commerce is responsible for 
promoting exports; the concern of the State Department 
is relations with foreign governments; the Customs 
Service is charged with policing our borders; and the 
department of Defense has responsibility for ensuring 
°nr military security. These varying perspectives, cou¬ 
pled with input from the private sector, are the ingredi- 
er »ts that must be blended if we are to formulate a sue- 
° e «sful national policy. To harness these assets, the 
nistration has provided a consistent common objec- 
^ v e, as described above, and put in place a number of 
Ornml mechanisms for integrating divergent 
^wpoints. 

One such mechanism is a scries of interagency com- 
j^'ttees, from the working level up to the secretarial 
^. v el, established to resolve differences of opinion. This 
y^rarchy of committees facilitates problem resolution at 
lowest possible level and ensures that only the most 
f'ficutt problems are escalated to higher management 
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levels, up lU itliu mciuuiHg uic picsiucm. rviiuiuci new 

working group, the Technology Transfer Intelligence 
Committee, brings together all agencies that generate or 
use technology transfer intelligence information. 

While the government is the only source of national 
security information, industry is the better source of in¬ 
formation on the technological marketplace, including 
state-of-the-art developments and foreign competition. 
Consequently, the administration has also set up 
industry-government committees to formally participate 
in all phases of export control policy-making, both at 
the open and classified levels. These technical working 
groups and advisory committees provide a necessary 
private-sector contribution to government policy¬ 
making. 

Exporters are also participating much more than they 
used to in export license decision-making. Informal 
conferences between technical representatives of ex¬ 
porting firms and (he government arc helping to resolve 
differences between the two. These conferences fre¬ 
quently lend to an approval with mutually acceptable 
conditions and restrictions rather than to an outright de¬ 
nial. DoD’s policy is to try to find a way to permit ex¬ 
port yet protect national security interests. The Defense 
Department fully appreciates the importance of a dy¬ 
namic, healthy American industrial base, which this 
policy helps promote. 

In addition to improving export control policy- 
making, the United States hus strengthened enforcement 
of its policies. For example, we have come to recognize 
that it is unfair to ask law-abiding American companies 
to restrict their high-technology exports to the Soviet 
bloc when fly-by-night operations can readily evade ex¬ 
port control laws. We have therefore stepped up efforts 
to stem illegal exportation. 

O ne such initiative is Operation Exodus, which 
brings the full power, experience, resources, and 
international contacts of the U.S. Customs Service to 
the support of the Commerce Department’s Export En¬ 
forcement Branch. To date, the operation has been ex¬ 
tremely successful. Highly publicized seizures of items 
such as the VAX computers in Germany and Sweden, as 
well as less-publicized but equally effective contraband 
seizures, arc causing the Soviet Union to work much 
harder, but with much less success, to obtain Western 
technology. 

In response to some early criticism that Operation Ex¬ 
odus was leading to indiscriminate seizures, the Cus¬ 
toms Service launched a tare i a and education pro- 


The Department of Defense has also been striving to 
amend and update export controls so that they protect 
only the most critical technologies and free lower-level 
technology from unnecessary restrictions. To this end, 
DoD, with help from industry, is revising the Militarily 
Critical Technologies List, a three-inch-thick document 
that describes 18 militarily critical areas of technology. 
Because of its size, the list is sometimes criticized by 
those who do not fully understand its purpose. It is not a 
control mechanism per se hut rather a reference docu¬ 
ment that sets forth the rationale for controlling crucial 
elements of each technology. As a guide for modifying 
the actual legal document—the Commodity Control 
List— it necessarily contains much information. The 
Militarily Critical Technologies List is also classified, 
and that has given rise to some of the misunderstanding; 
recently, DoD released an unclassified version. 

The Defense Department is putting its own house in 
order too. The secretary of defense issued a new policy 
directive, DoDD 2040.2, “International Transfers of 
Technology, Goods, Services, and Munitions,’’ which 
formally assigns responsibilities within the department 
for various aspects of technology transfer. It calls for 
the establishment of senior-level technology transfer 
panels and subpanels to formulate department-wide pol¬ 
icies that take into account the views of all DoD 
components. 

A nother major internal effort is the department’s im¬ 
plementation of the automated Foreign Disclosure 
and Technical Information System. It provides on-line 
tracking of export-license case processing and serves as 
a reference data base for DoD case processors. Other 
federal agencies, including the Commerce and State De¬ 
partments, will soon have access to the system as well. 

Recognizing industry’s right to have export license 
requests processed promptly and fairly, all federal 
agencies involved in export license processing have at¬ 
tempted to shorten processing time. DoD recently took a 
series of steps to cut its processing time in half. Under 
the revamped procedures, a team of technical experts 
from the international programs and technology office 
(office of the under secretary of defense for research 
and engineering) and policy experts from the office of 
international economic trade and security policy (office 
of the under secretary of defense for policy) examines a 
case within three days of receipt. At this point, DoD can 
immediately approve or deny a substantial number of 
cases and report its position to the Department of Com- 


tered into the Foreign Disclosure and Technical Infor¬ 
mation System, the international program and technol¬ 
ogy office formulates an overall DoD technical position. 
The office of international economic trade and security 
policy then provides a policy review and formulates a 
coordinated DoD position on the export. This entire 
process typically takes less than thirty days. 

These and the other measures described above have 
lead to a new spirit of cooperation, mutual respect, and 
helpfulness among the United States and its friends and 
allies, and they have brought dramatic results in the in¬ 
ternational technology transfer arena. The benefits have 
accrued to industry as well as to our national security. 
But they did not come about by chance. 

A tough, business-oriented administration team has 
hecn forging policies, control mechanisms, and govern¬ 
mental procedures that foster maximum cooperation on 
technology issues and effective technology controls. We 
are focusing control efforts on those areas that will give 
us the most leverage and relaxing controls in areas 
where they are ineffective. At the same time, we are en¬ 
couraging international technology sharing when appro¬ 
priate, and we have brought business on board as a full 
partner in the process. 

With a renewed commitment to international coopera¬ 
tion, Western industrialized nations are collectively and 
individually taking the necessary measures to impede 
the Soviet acquisition of high technology. Though the 
United States and its allies have made real progress dur¬ 
ing the last four years, the challenges remain formida¬ 
ble. DoD must continue to play its role in establishing, 
maintaining, and enforcing export control policies that 
effectively balance the interests of free enterprise and 
national security. 
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By ARTHUR F. VAN COOK 


The Department of Defense is working with the Congress, 
other government agencies, and industry to curb transfer of militarily 
critical technology to our potential adversaries. 



T here has been, is now, and continues to be a signifi¬ 
cant leakage from U.S. shores of valuable technol¬ 
ogy with military applications. This outflow of technical 
know-how benefits our adversaries by giving them the 
means to increase their military potential at the expense 
of U.S. national security interests. An abundance of ev¬ 
idence supports these charges. 

In April 1982, for example, the Central Intelligence 
Agency issued a report entitled “Soviet Acquisition of 
Western Technology.” It highlighted certain key areas 
in which the Soviets and East Europeans succeeded in 
obtaining from the West, by legal and illegal means, a 
great wealth of data that enhanced their military capa¬ 
bility. These acquisitions extended but were not limited 
to such militarily sensitive areas as_ computer technol¬ 
ogy, microelectronics, lasers, electro-optical sensors, 
and radars (see sidebar on p. 13 for details). 

Few can doubt that such gains — often achieved 
through clandestine methods—are damaging to our na¬ 
tional security. That was clearly the case when the Sovi¬ 
ets acquired American miniature ball-bearing and 
microelectronic technologies which enabled them to im¬ 
prove the accuracy of their intercontinental ballistic 
missiles. And we again sustained damage when they im¬ 
proved their capability to detect and track our subma¬ 
rines by employing electronic tracking devices con¬ 
taining circuitry copied from U.S.-made circuit boards. 

This and other evidence supports the view recently 
expressed by Richard Perle, Assistant Secretary of De¬ 
fense (International Security Policy). Testifying in April 
1984 before the Senate’s Permanent Subcommittee on 


Investigations, a subset of the Committee on Govern¬ 
mental Affairs, Perle stated that, through the acquisition 
of Western technology, the Soviets: 

• Save billions of dollars and at least five years in 
their research and development cycle. 

• Tremendously reduce the risk of ineffective re¬ 
search and development and the cost of plant 
modernization. 

• Develop countermeasures to our existing and even 
anticipated defense systems at a much faster rate than 
would otherwise be the case. 

As noted in the CIA report cited earlier, “Stopping 
the Soviets’ extensive acquisition of military-related 
Western technology in ways that arc both effective and 
appropriate in our open society is one of the most com¬ 
plex and urgent issues facing the Free World today.” 
Obviously, that observation is as valid today as it was 
then. But the success of any undertaking to stem the 
flow of high technology to our adversaries depends 
upon coordination with and cooperation from our 
friends and allies. This fact, coupled with the need to 
maintain an appropriate balance between national secu¬ 
rity and trade promotion considerations, increases the 
complexity of the issue. 

Taken in combination, the foregoing constitutes what 
is commonly referred to as the technology transfer prob¬ 
lem. Over the past decade, the Congress, the scientific 
and intelligence communities, and others in the execu¬ 
tive branch and the private sector have studied every as¬ 
pect of the problem. * Their conclusions are that: 

• The loss of unclassified technical data related to 




technologies with significant military application is a 
serious national security problem. 

• In our open society, total control of unclassified 
technology with military application is neither feasible 
nor desirable. 

• A coherent program to control the loss of such 
technology is an urgent need. 

The time for studying the problem has passed. Con¬ 
gress, the executive branch, and the private sector must 
now work together toward mutual understanding of the 
day-to-day problems they face with regard to technol¬ 
ogy transfer. Government and industry need to arrive at 
mutually acceptable solutions to these problems and to 
establish common goals for promoting collective 
security. 

The federal government has the right, if not the re¬ 
sponsibility, to ensure that the benefits of technology 
developed under its sponsorship are retained by the 
United Slates for as long as possible. This prerogative 
implies limits on what may be disclosed lo the public 
and on what may be exported to or accessed by other 
countries or their representatives. Furthermore, il would 
be ludicrous for the nation to permit Soviet plunder of 
U.S. technology to continue unchecked. 

Technology transfer admittedly causes greatest con¬ 
cern insofar as il undermines national security, but it 
has other negative consequences as well. Chief among 
them is the harm il can inflict on the nation’s defense 
industries. To remain competitive, business concerns 
must have a market for their products, and one effect of 
the acquisition of militarily useful technology by our 
adversaries is the crippling of that market. 

Why would any friendly country invest in a sophisti¬ 
cated military system with full knowledge that an adver¬ 
sary can render it ineffective even before it is fielded? 

To illustrate, consider the arrefct in September 1984 of 
a West German engineer who allegedly passed to the 
Soviets crilicnl information concerning European air¬ 
craft, including the Tornado fighter plane built by West 
Germany, Britain, and Italy. Officials fear that the ac- 


*See for example, U.S. Congress, Senate Committee on 
Governmental Affairs, Permanent Subcommittee on Investi¬ 
gations. “Transfer of United States High Technology to the 
Soviet Union and the Soviet Bloc Nations," report of hear¬ 
ings held on May 4-7 and 12, 1982; National Academy of 
Sciences, Panel on Scientific Communication and National 
Security Committee on Science, Engineering, and Public Pol- 


cused man may have transmitted complete plans for the 
aircraft, thereby jeopardizing its effectiveness and, by 
extension, its marketability. (See “Soviets Seen 
Escalating Drive for West’s Industrial Secrets,’’ Wash, 
ington Post, October 24, 1984, p. 25.) 

Fortunately, the United States is taking certain initiij. 
tives designed to stem the flow of technology with mili- 
tary application to the Soviets and their surrogates. Both 
the legislative and executive branches arc working on 
the problem. Highlights of their actions to date follow. 

The Department of Defense has long sought a legal 
basis for withholding from public disclosure technical 
data subject to U.S. export control laws. The Congress 
sharing DoD’s concern over the protection of that data, 
enacted such legislation on September 24, 1983, in the 
form of an amendment to Chapter 4, Title 10, of the 
United States Code. It authorizes the defense secretary 
to keep back certain technical data that previously coulc 
not be withheld under provisions of the Freedom of In¬ 
formation Act. Specifically, the amendment extend? 
protection to any technical data with military or space 
application in the possession of, or under control of, the 
Department of Defense if such data may not be exportec 
lawfully outside the United Slates without an approval 
authorization, or license under the export control laws. 

As required by the legislation, the department pub 
lislted its proposed implementing regulations in the Fed 
eral Register for public comment. Not unexpectedly 
both the private sector and congressional staffs offerer 
many comments. DoD officials having cognizance ove 
the withholding program carefully evaluated thesubmis 
sions and incorporated them, to the extent practicable 
in revised regulations, which the department issued ii 
November 1984. 

The new regulations recognize the general concen 
within industry that government-imposed controls, in 
tended to impede the flow of U.S. high technology t< 
unfriendly nations, could have an adverse effect on th 
mutual interchange of information essential to techno 
logical growth. It also addresses an uneasiness on th 
part of some that over-extension of export controls wil 
lock U.S. business out of competitive world markets. 

Drafters of the DoD implementing regulations hav 
taken care to assure that technical data will not b 
denied to qualified United Slates contractors. Furthei 
more, the regulations do not introduce any addition* 
controls on the dissemination of technical data by pri 
vate enterprises or individuals be ond those specified b 



COMMODITY 

A bubble memory 
computer factory 

LICENSED FOR 
EXPORT TO 

France 

DIVERTED TO 

Bulgaria 

VALUE 

$1.1 million 

A sophisticated 
computer and related 
Deripherals 

West Germany, 
Greece 

Soviet Union 

$1 million plus 

A number of computer 
systems 

West Germany, 
United Kingdom 

Bulgaria, 

Czechoslovakia 

$2 million plus 

Integrated circuit 
testers and automated 
photo-resistance 
developers 

United Kingdom, 
Spain 

Poland, Romania, 
Bulgaria 

$1 million 

Surveillance receivers 
and other critical 
technology items 

West Germany 

East Germany, 

Soviet Union 

$15 million 

Automatic emulsion 
processor 

West Germany 

Soviet Union 

$65,000 

Industrial carbon 
dioxide laser 

Italy 

East Germany, 

Soviet Union 

$76,000 

Mask aligners to 
manufacture integrated 
circuits 

Switzerland 

Soviet Union 

$500,000 

Computer and miniature 
electronic technology 

Sweden 

East Germany 

Unknown 

Microwave device and 
integrated circuits 

West Germany, 
Austria 

Soviet Union 

$13 million 


houses of Congress smoothly and swiftly, such was- not 
the fate of legislation to amend and extend the Export 
Administration Act of 1979. This law authorizes the 
president to prohibit or curtail the export of any goods 
or technology subject to U.S. jurisdiction or exported 
by any person subject to U.S. jurisdiction; it expired in 
September 1983. Since then, pending enactment of new 
legislation, Congress has extended provisions of the act 
several times by resolutions. In 1984, the House and 
Senate each passed a bill for this purpose again, but 
with significant and sometimes controversial 
differences. 

One major sticking point was a House-passed meas¬ 
ure which would have eliminated the need for export li¬ 
censes on goods and technologies already controlled by 
the friendly countries who would be receiving them. 
Many administration officials were concerned that such 
a provision would make it all but impossible to control 
the flow of U.S. high technology through and by way of 
our European allies. In June 1984, following extensive 


hearings, a House Armed Services Committee panel on 
technology transfer also concluded that the removal of 
licensing requirements for all trade between Western 
nations—particularly high-technology trade—would 
pose a serious threat to national security. The panel 
found that countries in Western Europe often serve as il¬ 
legal conduits of high-technology equipment, and in its 
report, the group cited ongoing investigations into ille¬ 
gal diversion of licensed commodities exported to 
friendly and neutral European nations (see figure). 

Other areas of controversy in the Senate- and House- 
passed versions of the bill included: 

® A House-supported provision to limit the circum¬ 
stances under which the president could impose export 
controls for foreign policy or national security purposes. 

• A Senate-supported provision to establish a process 
for imposing import controls on national security 
grounds, one requirement of which was that a majority 
of COCOM nations not disapprove their imposition 
(more on COCOM follows). 




Department of Defense in the export licensing process. 

Over a six-month period. House and Senate conferees 
struggled to develop a compromise bill that would 
amend and extend the Export Administration Act of 
1979. Though considerable progress was made, they 
could not agree on certain major issues and, in the 
closing days of the 98th Congress, a compromise bill 
passed by the Senate was declared dead. Thus the presi¬ 
dent continues to manage strategic exports under the In¬ 
ternational Emergency Economic Powers Act and will 
do so until such time as the Congress acts in its next 
session. 

Within the executive branch, the president has per¬ 
sonally intervened to improve controls over exports 
through efforts to strengthen COCOM, thc.Coordinating 
Committee for Multilateral Security Export Controls. 
Set up as a voluntary organization in the 1950s, the 
coordinating committee now numbers Japan and all the 
NATO countries, except Iceland and Spain, among its 
members, but it has no formal relationship to NATO or 
to other international organizations. Nor is COCOM 
based on any treaty or executive agreement. Its mem¬ 
bers, therefore, have no legal obligation to participate in 
COCOM or to abide by commitments made there. 

In the past, COCOM has not always met the chal¬ 
lenge posed by the extensive efforts of the Soviet Union 
and the Warsaw Pact to obtain militarily sensitive 
equipment and technology. Recognizing the need to re- 
invigoratc COCOM, President Reagan, at the Ottawa 
Summit held in July 1981, appealed to European 
leaders, Canada, and Japan to join with the United 
Stales in tightening controls on high-technology trans¬ 
fers to the Soviet Union and its allies. As a result nf this 
appeal, several high-level COCOM meetings have taken 
place in the past two years, and they have helped focus 
the attention of national leaders on the organization for 
the first time in many years. The participants have made 
progress structuring COCOM so that it can better carry 
out its responsibilities, and the Department of Defense 
has played a major role in this effort. 

Mechanisms for authorizing exports of controlled 
commodities vary widely among COCOM countries. 
But in testimony before a Senate committee in April 
1984, Assistant Secretary of Defense Richard Perle 
stated that member nations had taken important steps to 
harmonize these control procedures and to increase di¬ 
rect cooperation and sharing of information among cus¬ 
toms and enforcement agencies. He noted that these ini¬ 
tiatives, together with ongoing efforts to expand 


tion of the NATO allies and Japan, 
prevent undesired technology transfer rr 
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Reaping the harvest 
of Western technology 

The following list, drawn from a 1982 report pre¬ 
pared by the Central Intelligence Agency, covers only 
a portion 0 / what Soviet bloc countries have obtained 
through their aggressive pursuit of western technical 
expertise. 

Computers : complete systems designs, concepts, 
hardware, and software, including a wide variety of 
Western general-purpose computers and minicom¬ 
puters with military application. 

Microelectronics: complete industrial processes as 
well as semiconductor manufacturing equipment capa¬ 
ble of meeting ail Soviet military requirements if acqui¬ 
sitions were combined. 

Manufacturing: automated and precision manufac¬ 
turing equipment for electronics, materials, and both 
optical and laser weapons technology; information on 
manufacturing technology related to weapons, ammu¬ 


nition, and aircraft parts, including turbine blades, 
computers, and electronic components. 

Lasers: information on optical, pulse power source, 
and other laser-related components, including special 
optical mirrors and mirror technology suitable for fu¬ 
ture laser weapons. 

Guidance and navigation: marine and other navi¬ 
gation receivers; advanced inertial guidance compo¬ 
nents, including miniature and laser gyros, missile 
guidance subsystems, precision machinery used in 
producing ball bearings for missiles and other applica¬ 
tions, and missile test-range instrumentation systems 
and documentation; and precision cinetheodolites for 
collecting data critical to post-flight ballistic missile 
analysis. 

EiectrO'Opticai sensors: information on satellite 
technology, laser range finders, and underwater low- 
light-level television cameras and systems for remote 
operation. 

Radar: information on air defense radars and an¬ 
tenna designs for missile systems. 


cense barring reexport 

Other stipulations under the new proposal are that ap¬ 
plicants for a distribution license have in place: 

• Systems for assuring compliance with product and 
country restrictions. 

• An internal audit system or program. 

• Nuclear end-use and end-user controls. 

• An education program for employees of the firm 
and for consignee firms involved in distribution license 
sales. 

• A system for distributing the denial list and related 
material and for verifying that consignees received it. 

• Procedures for screening customers against the list. 

Generally, the revised version appears to place the 

primary burden for the distribution license program on 
companies. It places less emphasis on such require¬ 
ments as the number of validated transactions needed to 
qualify for a distribution license and instead depends 
more on the ability of applicants to demonstrate that all 
parties to a transaction can be relied on to prevent diver¬ 
sion of goods. The department held a number of hear¬ 
ings in October and November 1984 on both the East 
and West coasts and expects to have a set of rules in 
place by early 1985. 

In the fiscal year 1985 budget Commerce submitted to 
Congress, it requested a major increase in department 
funding—$9.5 million—only in the trade administra- 

l'rtn TU. J_ . .... . 


out a program for analyzing foreign availability of mili¬ 
tarily sensitive high-technology products, a measure 
that would aid the licensing process. 

Commerce officials have already taken steps to bol¬ 
ster enforcement activities. In April 1984, William T. 
Archey, Acting Assistant Secretary of Commerce for 
Trade Administration, testifying before the Senate’s 
Permanent Subcommittee on Investigations, reported 
that the department had increased the number of agents 
from about eight in 1982 to more than 45. He also stated 
that intelligence analysts numbered about 20—up some 
sevenfold since 1982—in addition to about 30 other em¬ 
ployees in the Office of Export Enforcement. Archey 
went on to say that, pending congressional approval, 
Commerce would open six new field offices which, 
when fully staffed, would bring the total number of ex¬ 
port enforcement employees to 99 agents, 24 intelli¬ 
gence analysis, and 49 support personnel. 

According to Archey’s testimony, the department’s 
enforcement budget doubled between 1981 and 1984, 
going from $1.8 million to $3.6 million. In his esti¬ 
mate, agents were all well-trained and met minimum 
standards for experience and training required of all fed¬ 
eral investigators. What’s more, a January 1984 memo¬ 
randum of understanding between Commerce and the 
U.S. Customs Service has reportedly brought about im¬ 
proved cooperation between the two agencies, particu- 


© Differences over which agencies would have pri¬ 
mary responsibility for enforcing the Export Adminis¬ 
tration Act. 

• Differences over increasing the role played by the 
Department of Defense in the export licensing process. 

Over a six-month period, House and Senate conferees 
struggled to develop a compromise bill that would 
amend and extend the Export Administration Act of 
1979. Though considerable progress was made, they 
could not agree on certain major issues and, in the 
closing days of the 98lh Congress, a compromise bill 
passed by the Senate was declared dead. Thus the presi¬ 
dent continues to manage strategic exports under the In¬ 
ternational Emergency Economic Powers Act and will 
do so until such time as the Congress acts in its next 
session. 

Within the executive branch, the president has per¬ 
sonally intervened to improve controls over exports 
through efforts to strengthen COCOM, the.Coordinating 
Committee for Multilateral Security Export Controls. 
Set up as a voluntary organization in the 1950s, the 
coordinating committee now numbers Japan and all the 
NATO countries, except Iceland and Spain, among its 
members, but it has no formal relationship to NATO or 
to other international organizations. Nor is COCOM 
based on any treaty or executive agreement. Us mem¬ 
bers, therefore, have no legal obligation to participate in 
COCOM or to abide by commitments made there. 

In the past, COCOM has not always met the chal¬ 
lenge posed by the extensive efforts of the Soviet Union 
and the Warsaw Pact to obtain militarily sensitive 
equipment and technology. Recognizing the need to re- 
invigorate COCOM, President Reagan, at the Ottawa 
Summit held in July 1981, appealed to European 
leaders, Canada, and Japan to join with the United 
States in tightening controls on high-technology trans¬ 
fers to the Soviet Union and its allies. As a result of this 
appeal, several high-level COCOM meetings have taken 
place in the past two years, and they have helped focus 
the attention of national leaders on the organization for 
the first lime in many years. The participants have made 
progress structuring COCOM so that it can better cany 
out its responsibilities, and the Department of Defense 
has played a major role in this effort. 

Mechanisms for authorizing exports of controlled 
commodities vary widely among COCOM countries. 
But in testimony before a Senate committee in April 
1984, Assistant Secretary of Defense Richard Perle 
stated that member nations had taken important steps to 


COCOM quarters, increase staff, and modernize facili. 
ties, have set the organization on a new course not 
thought possible a few years earlier. COCOM is, of 
course, vital to U S. interests, for without the coopera¬ 
tion of the NATO allies and Japan, wc cannot hope to 
prevent undesired technology transfer from occurring. 

Among the executive agencies, the Department of 
Commerce plays a major role in the technology transfer 
area. In January 1984, that department proposed new 
regulations designed to tighten its program for distribu¬ 
tion licensing of U S. exports. A distribution license au¬ 
thorizes exporters to make multiple shipments over an 
extended period under a single license, thereby 
eliminating the need to obtain an individual validated li¬ 
cense for each shipment. Currently, there are approxi¬ 
mately 700 such license holders, including many of the 
nation’s largest exporters. Overall, the program absorbs 
an estimated one million transactions which otherwise 
would require individual licenses rather than the 90,000 
licenses the department processes annually. 

The Commerce licensing proposal sparked a host of 
objections from firms, trade groups, and even foreign 
governments. Causing most concern were the new crite¬ 
ria for eligibility for a distribution license and the re¬ 
quirement that distributors obtain certification against 
reexport from customers in countries other than 
COCOM members, Australia, and New Zealand. Be¬ 
cause of the objections, the department reexamined the 
proposed rules and in September 1984 offered a revised 
set. Under this new proposal, an applicant for a distri¬ 
bution license would have to demonstrate that he has 
taken adequate precautionary steps, including the insti¬ 
tution and execution of an appropriate internal control 
program, and has adequate experience to assure against 
improper use or diversion. 

Commerce altered other provisions as well. The 
earlier proposal would have required applicants to have 
received 50 or more validated licenses in the previous 
year and to have had, at minimum, a one-year docu¬ 
mented relationship with consignees aside from subsidi¬ 
aries. The revised version calls for “reasonable expec¬ 
tation” that the distribution license will replace 25 
validated licenses and allows exceptions to the one-year 
relationship if there is other evidence of consignee 
reliability. 

The department also reconsidered the requirement for 
certification against unauthorized reexport and con¬ 
cluded that it would cause substantial delays that could 
nesa e m rh nf fh«» »HvanM(ip nf fhp H'st u n h* 



The following list, drawn from a 1982 report pre¬ 
pared by the Central Intelligence Agency, covers only 
a portion of what Soviet bloc countries have obtained 
through their aggressive pursuit of western technical 
expertise. 

Computers: complete systems designs, concepts, 
hardware, and software, including a wide variety of 
Western general-purpose computers and minicom¬ 
puters with military application. 

Microelectronics: complete industrial processes as 
well as semiconductor manufacturing equipment capa¬ 
ble of meeting all Soviet military requirements if acqui¬ 
sitions were combined. 

Manufacturing: automated and precision manufac¬ 
turing equipment for electronics, materials, and both 
optical and laser weapons technology; information on 
manufacturing technology related to weapons, ammu- 


and otner laser-related components, including special 
optical mirrors and mirror technology suitable for fu¬ 
ture laser weapons. 

Gufdance and navigation: marine and other navi¬ 
gation receivers; advanced Inertial guidance compo¬ 
nents. including miniature and laser gyros, missile 
guidance subsystems, precision machinery used in 
producing ball bearings for missiles and other applica¬ 
tions, and missile test-range instrumentation systems 
and documentation; and precision cinetheodolites for 
collecting data critical to post-flight ballistic missile 
analysis. 

Eiectro-optical sensors: Information on satellite 
technology, laser range finders, and underwater low- 
light-level television cameras and systems for remote 
operation. 

Radar: information on air defense radars and an¬ 
tenna designs for missile systems. 


cense barring reexport. 

Other stipulations under the new proposal are that ap¬ 
plicants for a distribution license have in place: 

® Systems for assuring compliance with product and 
country restrictions. 

® An internal audit system or program. 

® Nuclear end-use and end-user controls. 

® An education program for employees of the firm 
and for consignee firms involved in distribution license 
sales. 

® A system for distributing the denial list and related 
material and for verifying that consignees received it. 

® Procedures for screening customers against the list. 

Generally, the revised version appears to place the 
primary burden for the distribution license program on 
companies. It places less emphasis on such require¬ 
ments as the number of validated transactions needed to 
qualify for a distribution license and instead depends 
more on the ability of applicants to demonstrate that all 
parties to a transaction can be relied on to prevent diver¬ 
sion of goods. The department held a number of hear¬ 
ings in October and November 1984 on both the East 
and West coasts and expects to have a set of rules in 
place by early 1985. 

In the fiscal year 1985 budget Commerce submitted to 
Congress, it requested a major increase in department 
funding—$9.5 million—only in the trade administra¬ 
tion area. The department would use the additional 
money to continue upgrading enforcement activities, to 
monitor distribution licenses more closely, and to carry 


out a program for analyzing foreign availability of mili¬ 
tarily sensitive high-technology products, a measure 
that would aid the licensing process. 

Commerce officials have already taken steps to bol¬ 
ster enforcement activities. In April 1984, William T. 
Archey, Acting Assistant Secretary of Commerce for 
Trade Administration, testifying before the Senate’s 
Permanent Subcommittee on Investigations, reported 
that the department had increased the number of agents 
from about eight in 1982 to more than 45. He also staled 
that intelligence analysts numbered about 20—up some 
sevenfold since 1982—in addition to about 30 other em¬ 
ployees in the Office of Export Enforcemcni. Archcy 
went on to say that, pending congressional approval, 
Commerce would open six new field offices which, 
when fully staffed, would bring the total number of ex¬ 
port enforcement employees to 99 agents, 24 intelli¬ 
gence analysis, and 49 support personnel. 

According to Archey's testimony, the department’s 
enforcement budget doubled between 1981 and 1984, 
going from $1.8 million to $3.6 million. In his esti¬ 
mate, agents were all well-trained and met minimum 
standards for experience and training required of all fed¬ 
eral investigators. What’s more, a January 1984 memo¬ 
randum of understanding between Commerce and the 
U.S. Customs Service has reportedly brought about im¬ 
proved cooperation between the two agencies, particu¬ 
larly in overseas investigations. 

Like the Commerce Department, the Defense Depart¬ 
ment has a very large stake in protecting high technol- 



port was developed under DoD contract on the control 
of unclassified technology with military application 
(cited above), and it contained major recommendations 
designed to provide a coherent system of control, iden¬ 
tify what technical data should be protected, establish 
mechanisms of control, and put appropriate compliance 
measures in place. 

In October 1983, the under secretaries of defense for 
policy and for research and engineering undertook a 
joint initiative in response to these recommendations. 
Their purpose was to: 

• Establish a process for identifying technologies that 
most urgently require uniform and consistent 
control — including the point of emergence at which 
controls should be initiated—throughout the department 
and defense industry. 

• Develop the necessary policy, procedural, and 
technical guidance for the control of those technologies. 

® Promulgate such guidance within the department 
and among defense contractors. 

Work is already under way to achieve these objec¬ 
tives. In mid-January 1984, DoD published a new direc¬ 
tive, DoDD 2040.2, entitled “International Transfers of 
Technology, Goods, Services, and Munitions.” It im¬ 
plements relevant portions of the Export Administration 
Act, the Arms Export Control Act, and a National Secu¬ 
rity Decision Directive on U.S. conventional arms 
transfer policy. The directive establishes policy, assigns 
responsibility, and prescribes procedures for interna¬ 
tional transfer of defense-related technnlogy, services, 
and materiel. 

The office of the under secretary of defense for policy 
now has responsibility for developing, coordinating, 
and issuing policies relating to control of technology 
transfer. Other duties assigned to that office include 
preparing policy guidance on control and enforcement 
of technology transfer and coordinating the overall ap¬ 
plication of DoD policy. The directive charges the of¬ 
fice of the under secretary of defense for research and 
;ngineering with managing DoD technical and acquisi- 
:ion efforts related to technology, goods, services, and 
munitions transfer. This office is also to oversee imple¬ 
mentation of DoD technology transfer policy for all re¬ 
search, development', and acquisition matters. 

In setting forth policy, this latest DoD issuance pre¬ 
scribes that Defense Department components shall: 

• Control the export of technology, goods, services, 
and munitions that contribute to the military potential of 
any country or combination of countries when that po¬ 


und munitions only when such transfers to a foreign 
country or international organization support specific 
national security or foreign policy objectives. 

® Facilitate sharing of military technology only with 
allies and other nations that cooperate in safeguarding 
technology, goods, services, and munitions from trans¬ 
fer to nations whose interests are inimical to those of the 
United States. 

® Give special attention to rapidly emerging, 
changing technology to protect against conveying that 
militarily useful technology to potential adversaries be¬ 
fore adequate safeguards can be implemented. 

• Through improved international cooperation, seek 
to strengthen foreign procedures for protecting sensitive 
and defense-related technology. 

The newly established procedures also call for a case- 
by-case review, technical evaluation, operational and 
military mission impact assessments, and intelligence 
assessments on all proposed transfers. In addition, they 
caution that transfers must be consistent with U.S. na¬ 
tional security and foreign policy objectives and must 
not constitute unreasonable risk to U.S. security in the 
degree to which they reduce technological lead time. 
Sensitive transfers are to be made conditional upon 
agreements with allies and other nations to protect 
against retransfer. Transfers through multinational or¬ 
ganizations in which potential adversaries participate 
are to be opposed. 

Clearly, the intent of these policies is to ensure closer 
scrutiny of proposed transfers. Delays in arriving at a 
decision in each case may pose difficulties, however. 
Case processors often do not have the necessary guid¬ 
ance readily available to determine, for example, 
whether a proposed transfer is consistent with U.S. na¬ 
tional security and foreign policy objectives or whether 
it would reduce technological lead time and thereby 
constitute an unreasonable risk. He or she needs to seek 
out this guidance from various quarters in the 
department. 

Without the full cooperation of both government and 
industry, the implementation of any system of control is 
likely to be ineffectual. The department has therefore 
undertaken initiatives in the areas of outreach and edu¬ 
cation as well. Specifically, it has let a contract to de¬ 
velop educational packages on technology transfer mat¬ 
ters for presentation to key government and industry 
personnel. The purpose of these comprehensive training 
packages is to: 

• Provide key government and contractor personnel 


of exports settled 

In early January 1985, White House national secu¬ 
rity affairs adviser Robert C. McFarlane sent a presi¬ 
dential directive to the secretaries of defense, state, 
and commerce which authorizes a systematic review 
by DoD of high-technology exports to 15 
noncommunist countries. 

The new directive permits the Pentagon to review all 
applications for licenses to export certain kinds of 
commercial equipment—computer parts, scientific in¬ 
struments, and the like—that DoD feared was being 
diverted illegally to the Soviet Union. 

For the first time, DoD wlil have access to the Com¬ 
merce Department computer to review Information col- 


of an application's filing. 

If Commerce objects to DoD's objection, the matter 
Is forwarded for resolution to a committee headed by 
Donald R. Fortier, deputy national security affairs ad¬ 
viser. Other committee members are Richard N. Perle, 
assistant secretary of defense for international secu¬ 
rity policy; the assistant secretary of commerce for 
trade administration (currently a vacant position), and 
a nonvoting State Department official. 

The directive also authorizes DoD to review distribu¬ 
tion licenses, which allow exportation of an entire cat¬ 
egory of goods to certain countries. The Pentagon can 
reconstitute the list of 15 countries as circumstances 
change. 

(Washington Post, January 12, 1985) 


with a clear appreciation of the damage to our national 
security that can result from leakage of unclassified 
technical data with military application. 

® Educate government and industry personnel about 
DoD policies, practices, and procedures currently in ef¬ 
fect to counter the threat. 

® Foster widespread awareness of evolving DoD poli¬ 
cies designed to belter protect unclassified technical 
data with military or space application against public 
disclosure and foreign access. 

® Aid in developing methods for implementing policy 
at minimum cost and with minimum impact on scientific 
innovation and the ability of defense industries to com¬ 
pete successfully in domestic and international markets. 

® Serve as a forum for enhancing ongoing dialogue 
between DoD and industry, an exchange that is neces¬ 
sary if we are lo have a consistent and effective technol¬ 
ogy transfer program. 

As these and other initiatives outlined above indicate, 
the government has done much to establish the founda¬ 
tions for a cohesive technology transfer program. The 
Congress has enacted and is working on legislation that 
provides a basis in law. The executive branch has put in 
place policies designed to implcmcni that law. Il has 
also delineated and assigned responsibilities for carrying 
out an effective control program, and plans are under 
way for a comprehensive outreach and education 
program. 

With legislation and high-level policies in place, the 
government is now in the process of interpreting and 
translating them into specific requirements. Thus the 
time is opportune for industry lo pursue its dialogue 


reasonable and that their imposition will not prove an 
impediment lo U.S. competitiveness, will not effect¬ 
ively cede export markets to foreign competition, and 
will not stifle interchange of information. If government 
and industry work together, the resulting requirements 
can meet these criteria and at the same lime satisfy the 
critical need for a cohesive and consistent system of 
controls. Without such a system, we will not be able to 
deny to the Soviets and Eastern bloc nations the techni¬ 
cal know-how they must have to cut production costs, 
shorten procurement lead times, and improve the quality 
of military weapons that one day may be used against 
us. 
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results of a DoD experiment 

By LARRY IV. LACY 

DoD’s industrially funded activities were temporarily exempt 
from civilian end-strength restrictions in FY 1983. That trial period was 
so successful that Congress has extended it. 



U ntil Congress provided a temporary exemption in 
fiscal year 1983, industrial fund activities, like all 
other parts of DoD, operated under limits on the number 
of civilians who could be employed on the last day of 
the fiscal year. The imposition of end-strength ceilings 
reflects a widely held belief that federal payrolls tend to 
expand over time regardless of the number of people ac¬ 
tually required for government functions, including de¬ 
fense. Stated differently, the argument is that ceilings 
encourage efficiency by making one resource, man¬ 
power, scarce. Opponents of ceilings counter that the 
limits arc unnecessary in the case of industrially funded 
activities, which must be efficient if they arc to avoid 
operating deficits. 

Historically, industrial fund manpower allocations 
have often been substantially below levels necessary to 
complete funded workloads, resulting in the kinds of 
major problems described below. But when Congress 
exempted industrial fund activities from civilian ceilings 
in FY 83, it alleviated many of these problems. This ex¬ 
periment yielded millions of dollars in savings and im¬ 
portant benefits in areas such as workload scheduling, 
training, and recruiting. 

Use of temporary employees. Prior to the experi¬ 
ment, industrial fund managers used temporary employ- 

Mechanics at the San Antonio Air Logistics Center assemble 
an overhauled F-100 engine; the center was one of a number 
of Industrial fund activities to show gains In productivity as a 
result of an FY 83 experiment that temporarily lifted civilian 
personnel end-strength ceilings at such tacllltles. 


ees as the chief means of completing workloads while at 
the same lime meeting end-of-year ceilings. Managers 
typically released temporary workers some time near the 
end of the fiscal year to avoid including them in the 
September 30 counts. After complying with the one-day 
ceiling, the activity rchired or replaced these people in 
October. This annual process led to several ineffic¬ 
iencies. 

For various reasons, activities could not rehirc some 
temporary employees, perhaps as many as 30 percent, 
and therefore had to recruit and train new workers. Even 
those temporaries rcemployed had to spend work time 
being dropped from and added back to the rolls if their 
absence lasted more than a few days. This practice often 
lowered morale and, hence, productivity among tempo¬ 
rary workers. 

In addition, processing employee terminations and 
subsequent rehires consumed the time of permanent 
staff. The Navy, which accounted for 70 percent of tem¬ 
porary employee separations at the end of FY 1982, es¬ 
timated its releasing and rehiring costs at about $500 per 
separation. This figure covered time lost by managers in 
planning terminations and counseling employees and by 
workers in transferring out of and back into their jobs. 
Also included were personnel costs associated with 
processing separations and additions as well as the ex¬ 
pense of training new employees. 

Lack of flexibility in meeting workload fluctuations. 
Industrial fund activities frequently have to meet 
unanticipated demands for their services, and personnel 
ceilings detract from their ability to do so. Changes in 
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U ntil Congress provided a temporary exemption in 
fiscal year 1983, industrial fund activities, like all 
other pails of DoD, operated under limits on the number 
of civilians who could be employed on the last day of 
the fiscal year. The imposition of end-strength ceilings 
reflects a widely held belief that federal payrolls tend to 
expand over time regardless of the number of people ac¬ 
tually required for government functions, including de¬ 
fense. Stated differently, the argument is that ceilings 
encourage efficiency by making one resource, man¬ 
power, scarce. Opponents of ceilings counter that the 
limits are unnecessary in the case of industrially funded 
activities, which must be efficient if they arc to avoid 
operating deficits. 

Historically, industrial fund manpower allocations 
have often been substantially below levels necessary to 
complete funded workloads, resulting in the kinds of 
major problems described below. But when Congress 
exempted industrial fund activities from civilian ceilings 
in FY 83, it alleviated many of these problems. This ex¬ 
periment yielded millions of dollars in savings and im¬ 
portant benefits in areas such as workload scheduling, 
training, and recruiting. 

Use of temporary employees . Prior to the experi¬ 
ment, industrial fund managers used temporary employ- 

Mechanlcs at the San Antonio Air Logistics Center assemble 
an overhauled F-tOO engine; the center was one of a number 
ot industrial fund activities to show gains in productivity as a 
result of an FY 83 experiment that temporarily lifted civilian 
personnel end-strength ceilings at such facilities. 


ees as the chief means of completing workloads while at 
the same time meeting end-of-year ceilings. Managers 
typically released temporary workers some time near the 
end of the fiscal year to avoid including them in the 
September 30 counts, After complying with the one-day 
ceiling, the activity rehired or replaced these people in 
October. This annual process led to several ineffic¬ 
iencies. 

For various reasons, activities could not rehire some 
temporary employees, perhaps as many as 30 percent, 
and therefore had to recruit and train new workers. Even 
those temporaries reemployed had to spend work time 
being dropped from and added back to the rolls if their 
absence lasted more than a few days. This practice often 
lowered morale and, hence, productivity among tempo¬ 
rary workers. 

In addition, processing employee terminations and 
subsequent rehires consumed the time of permanent 
staff. The Navy, which accounted for 70 percent of tem¬ 
porary employee separations at the end of FY 1982, es¬ 
timated its releasing and rehiring costs at about $500 per 
separation. This figure covered time lost by managers in 
planning terminations and counseling employees and by 
workers in transferring out of and back into their jobs. 
Also included were personnel costs associated with 
processing separations and additions as well as the ex¬ 
pense of training new employees. 

Lack of flexibility in meeting workload fluctuations. 
Industrial fund activities frequently have to meet 
unanticipated demands for their services, and personnel 
ceilings detract from their ability to do so. Changes in 
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equipment failure rates, and other factors all require 
sharp acceleration of industrial fund operations. While 
activities can normally accommodate such jumps in 
workload by hiring temporary workers or increasing 
overtime, in some instances they are already operating 
near capacity because of employment limits. 

In 1981-82, for example, Puget Sound and Norfolk 
Naval shipyards were faced with workload surges but 
had to delay overhauls on several ships by up to 10 
months, largely because of ceiling constraints. Both ac¬ 
tivities also refused other ship maintenance, and one in¬ 
stallation reassigned a ship overhaul to a private ship¬ 
yard. In addition, Puget Sound had to borrow about 200 
personnel from other installations in order to meet new 
demands early in FY 1983; a ceiling at the end of FY 
1982 had prevented the shipyard from expanding its 
work force in anticipation of the additional work. 

Excessive overtime. To compensate for loss of 
temporaries released to meet ceilings, industrial fund 
activities must sometimes use unusual amounts of over¬ 
time near the end of one fiscal year and at the beginning 
of the next. On occasion, difficulties in recruiting and 
training skilled workers under such circumstances has 
led to excessive overtime in certain occupations. Al¬ 
though moderate levels of overtime may reduce unit 
costs through more efficient use of plant and equipment, 
prolonged periods of working well beyond normal hours 
lead to employee fatigue and eventually to lower output. 
Excessive overtime also eliminates any reserve capacity 
for unexpected surges, a very dangerous situation for 
defense depots. 

Actually, aggregate overtime rates in industrially 
funded activities were not excessive under ceiling con¬ 
trols. The overall FY 1982 rate, for example, was 6.7 
percent, well within what private industry usually con¬ 
siders optimal. Acceptable aggregate rates, however, 
can mask the serious difficulties that extraordinary use 
of overtime sometimes causes. 

During fiscal year 1981, for example, employment 
constraints left the San Antonio Air Logistics Center 
with few options for responding to an unanticipated 
surge in engine overhaul requirements. To meet the un¬ 
expectedly high demand, engine division employees had 
to work 20 to 30 percent overtime for four months. Out¬ 
put fell behind schedule, and the air logistics center 
turned over a large amount of work to a private contrac¬ 
tor at a significant increase in costs. At the same depot 
in the following year, overtime rates in the aircraft divi¬ 
sion rose to levels of 23 to 35 percent for more than five 


private sources can be more expensive than in-house la¬ 
bor, particularly when there is only one commercial 
producer of the needed services. Although ceilings do 
allow managers to seek authorization for additional peo¬ 
ple when cost analysis indicates that shifting work in- 
house is cheaper, the long time needed to win approval 
through the budget process has discouraged such trans¬ 
fers. In recognition of the problem, the House Appro¬ 
priations Committee report on the FY 1984 Defense Ap¬ 
propriation Bill called for faster transfer of maintenance 
from the private sector to DoD depots when savings can 
be realized. 

Training-related difficulties. Employee training, an 
investment in human capital that can pay large future 
dividends, also suffers when end-strength constraints 
are in place. Because industrial fund managers at times 
have only limited resources for meeting current 
workload requirements, they are not able to take scarce 
workers away from their jobs to prepare them for future 
tasks. Unable to produce their own skilled employees, 
installations have had to look for them in local labor 
markets, where they may be more expensive or even un¬ 
available. In addition, activities have carried appren¬ 
tices and other trainees for many weeks, only to have to 
drop them at the end of the year to meet ceilings. They 
have had to defer apprentice classes until the beginning 
of the next fiscal year as well. 

Recruiting impediments. In some instances, ceilings 
have forced industrially funded installations into annual 
hiring schedules that handicap them in competing for 
the most promising new entrants to the labor force. 
Most college seniors and almost all high school seniors 
graduate in May or June, just when installations typi¬ 
cally have to restrict hiring to avoid violating September 
30 employment limits. Activities can recruit these 
spring graduates but usually may not bring them on 
board until October 1. As a result, the government has 
lost many of its most able prospects to nonfederal jobs. 

Ceilings hinder DoD in hiring experienced labor too. 
When a skilled, seasoned worker becomes available, in¬ 
stallations often can offer that person only a temporary 
job, with the possibility of a permanent slot later. Ac¬ 
cepting such an offer entails all the disadvantages of 
nonpermanent federal employment—little job security, 
no retirement provisions except social security, and no 
health and life insurance benefits. Some experienced 
workers with other options have declined such 
unattractive conditions. 

Indirect functions deferred. As noted above, indus- 


Industrially funded activities 


Given the vast scale of defense operations, speciali¬ 
zation of DoD activities by function is, inevitably, a fact 
of life. As a result, many components within the De¬ 
fense Department have no combat role per se but pro¬ 
vide support services that are at least potentially avail¬ 
able from private, for-protit suppliers. For example, 
both federal and private-sector shipyards can overhaul 
destroyers. To encourage efficiency among govern¬ 
ment activities that carry out such functions, Congress 
authorized creation of the Industrial fund, under which 
depots and similar Defense Department activities 
charge for the services they render. 

The industrial fund process works as follows. Typi¬ 
cally. a DoD organization financed by appropriated 
funds places an order with a depot for the servicing of 
equipment or weapons. Whether the Item Is a small 
field radio or an aircraft carrier, the depot contracts to 
supply the services requested at given prices and ac¬ 
cording to negotiated schedules. Prices charged are to 
cover all direct expenses as well as overhead. Depot 
managers must recoup all costs of operation out of 
payments for serviced weapons or equipment; poor 
management of resources will lead to deficits and 
eventually to the higher prices necessary to cover 
these losses. Industrial fund managers are expected 
to operate within their budgets except when events 
beyond their control Intervene. 

The military services and DoD agencies are free to 
choose, with the approval of the office of the secretary 
of defense, which activities will be Industrially funded. 
As is clear from the accompanying figure, each serv¬ 
ice, as well as the Defense Logistics Agency and the 
Defense Communications Agency, has extended In¬ 
dustrial funding beyond depots In order to promote 
efficiency. 


DoD organizations using Industrial funding § 
In FY 83 
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trial fund managers under pressure to fulfill immediate 
requirements sometimes postpone investments that yield 
benefits later. Indirect functions in particular are likely 
candidates, as managers delay hiring personnel to engi¬ 
neer new procedures for producing replacement parts or 
to monitor contractor performance. If the benefits from 
such efforts are deferred, or even lost, DoD fails to 
achieve savings and quality improvements. 

Recognition of these various problems influenced 
Congress to remove all ceilings from Defense Depart¬ 
ment industrial fund activities in FY 1983. This action 
marked a major departure from previous management 


First, the Defense Appropriation Act for that year, 
which contained the ceiling exemption in Section 788, 
did not become law until December 1982. By that 
time—almost three months into the fiscal 
year—managers had already developed manpower plans 
that would comply with anticipated FY 1983 ceilings. 
Thus, only about nine months remained to revise those 
plans and begin operating under a new set of rules. 

Second, the possibility that Congress might reimpose 
ceilings in FY 1984—Section 788 was mute on the 
future—constrained the options of industrial fund mana¬ 
gers. In the interests of prudence, many were reluctant 




much as in previous years. (Congress, after the end of 
FY 1983, did extend the ceiling exemption for another 
year.) 

Third, total funded workloads, in constant dollars, 
changed relatively little between fiscal years 1982 and 
1983. As a result, total industrial fund work years grew 
by only about one percent. That fairly constant demand 
provided only a few opportunities to show how Section 
788 could help managers adjust their work forces to 
handle changes in workload, whether up or down. 

In spite of these limitations, the services reported a 
broad range of benefits from lifting ceilings. The fol¬ 
lowing discussion highlights types of major gains real¬ 
ized and includes specific examples of each. Also im¬ 
portant, however, is what did not happen during the 
ceiling experiment. 

Employment totals. A comparison of employment to¬ 
tals for fiscal years 1982 and 1983 demonstrates that ci¬ 
vilian personnel ceilings are not necessary to prevent 
unwarranted work force growth. Constrained by fairly 
constant overall workload—rather than by year-end lim¬ 
its on personnel—industrial fund managers as a group 
kept FY 1983 employment at about the level of the pre¬ 
ceding year. As Figure 1 shows, the chief difference 
was the absence of a sharp fourth-quarter dip in 1983 
personnel totals. 

The comparatively small rise in permanent staff from 
one year to the next primarily reflects two factors. First, 
before the ceiling experiment began, the Navy had 
planned to add about 5,000 workers to its shipyards to 
accommodate projected workloads, and it carried out 
those plans. (Expected declines in Air Force depot per¬ 
sonnel largely offset anticipated growth at Army de¬ 
pots.) Second, because Congress removed the ceilings, 
industrial fund managers were able to fill permanent 
slots that became vacant during the fourth quarter of FY 
1983; they did not have to wait until the first quarter of 
the following fiscal year. 

A major difference between FY 1983 and the preced¬ 
ing year was the relatively steady temporary staff totals 
throughout 1983. If ceilings had been in effect for in¬ 
dustrial fund activities during that year, those totals 
would have been about 284,000 (the FY 1982 level plus 
additional workers due to growth in workload at the 
shipyards and elsewhere). In other words, installations 
would have had to release perhaps 14,000 or more 
nonpermanent workers by September 30, 1983. 

As a result of the stable employment pattern under the 
experiment, application of straight-time labor (all work 



force totals in the first qufarter reflects the separation of 
large numbers of temporary workers at the end of the 
preceding fiscal years. Release of nonpermanent em¬ 
ployees was necessary to comply with ceilings then in 
effect. 

The absence of ceilings did not cause indirect func¬ 
tions to grow faster than time devoted directly to pro¬ 
duction, as some feared it might. Although the exemp¬ 
tion did allow modest expansion in indirect functions, 
overall these efforts accounted for the same share of to¬ 
tal workyears (41 percent) in FY 1983 as they did in FY 
1982. 

Improved personnel practices. Because industrial 
fund activities did not have lo discharge some 14,000 
temporary employees at the end of FY 1983, the De¬ 
fense Department realized significant savings. At an es¬ 
timated cost of $500 per separation, those personnel ac¬ 
tions would have required outlays of approximately $7 
million. Nonquantifiable benefits included better em¬ 
ployee morale and a more positive image for DoD as an 
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use the most cost-effective combination of temporaries, 
permanent employees, and overtime to complete 
workloads. The 1983 experiment demonstrated the ad¬ 
vantages time and lime again: 

• The Oklahoma City Air Logistics Center was able 
to fill unprogrammed, high-priority orders without hav¬ 
ing to postpone scheduled work. The availability of ad¬ 
ditional civilian workers allowed the aircraft mainte¬ 
nance depot to send its military personnel to England, 
where they assisted with TF30 engine problems. The 
depot also was able to give on-site support to Air Force 
operations in the Pacific when local shops were over¬ 
loaded and to complete unprogrammed maintenance of 
TF41 second-stage turbines. The depot employed about 
700 more workers on September 30, 1983, than it did 
12 months earlier, with the growth almost equally di¬ 
vided between permanent and temporary staff. 

• The Army’s Munitions and Chemical Command 
was able to increase markedly its responsiveness to cus¬ 
tomer orders. In one instance, the command acceler- 


turer fell significantly behind schedule in FY 1983. By 
the end of June, the station, which arms and tests the 
torpedoes before shipping them to the fleet, had for¬ 
warded only 47 of 112 torpedoes needed. But the flexi¬ 
bility provided under the experiment allowed the station 
to handle an influx of late deliveries from the contractor 
so that it not only met but exceeded its delivery date. 

• When the Military Sealift Command failed to re¬ 
ceive replacement vessels on schedule, it continued op¬ 
erating two ships manned by civilians and originally 
scheduled for deactivation in 1983. The ceiling exemp¬ 
tion enabled the Navy to man both the older ships and 
their replacements while the latter were becoming fully 
operational. 

• Navy activities also smoothed workload phasing 
during FY 1982 and reached a more efficient skill mix 
by adjusting work force levels on the basis of workload 
rather than civilian ceilings. Since the beginning of FY 

1982, for example, the Puget Sound Naval Shipyard had 
completed work on only three of II ships on schedule, 
and man-day expenditures had exceeded estimates on 
nine of the 11 ships. In FY 1983, however, the shipyard 
finished five of six ships early, and man-day expendi¬ 
tures for all six were below estimates, largely due to the 
flexibility provided by lifting ceilings. 

Expanded training opportunitiea. Without ceiling 
constraints, moreover, industrial fund managers could 
offer the timely training workers need to improve per¬ 
formance or acquire new skills. Experience during the 
1983 experiment illustrates the payback that such train¬ 
ing can provide. 

• Before the ceilings were lifted, the Air Force's 
Oklahoma City maintenance depot had planned to take 
on the repair of J-79 engines then under way at the San 
Antonio depot. Preparation was to begin in October 

1983, after the facility had met its ceiling for the pre¬ 
ceding fiscal year. But the experiment enabled 
Oklahoma City to begin training employees for the job 
in the fourth quarter of FY 1983, three months ahead of 
schedule; actual repairs then began in October instead of 
January, as originally planned. The San Antonio depot, 
in turn, used the newly available capacity resulting from 
early transfer of the J-79 to accelerate repair of F-100 
engines for the F-I5 and F-I6 aircraft. 

• With ceilings in place, the Red River Army Depot 
had often been unable to train all the apprentices it 
needed to replace older workers who were retiring. In 
1983, the depot was able to double its apprentice pro¬ 
gram from 20 to 40 trainees. 







permitted the arsenal to cancel two classes ot appren¬ 
tices at an estimated cost avoidance of $2.5 million over 
three years, the length of the apprentice program. 

• Similarly, the Army’s Watervliet Arsenal hired 
more than 100 journeyman machinists and thereby 
saved an estimated $1.7 million in training costs. 

• The Air Logistics Center at Warner Robins Air 
Force Base hired 150 experienced aircraft mechanics, 
electricians, and sheet metal workers and was thus able 
to complete additional work on the C-130 and F-15 
aircraft. 

• The Naval Material Command’s research and de¬ 
velopment centers added more than 900 top-quality re¬ 
cent science and engineering graduates to their ranks. In 
past years, superior candidates had often already started 
other jobs before the industrial fund activities could hire 
them in October. Long-term benefits in the quality of 
the Navy’s research and development program should 
be substantial. 

Indirect function paybacks. Additionally, managers 
took advantage of the ceiling experiment to focus effort 
on indirect functions that can cut costs and improve the 
quality of services delivered. By investing resources 
wisely in work not directly tied to production (but 
sometimes deferred in the past), management realized 
handsome returns. The Naval Avionics Center in Indi¬ 
anapolis, Indiana, was a case in point: 

• Without ceiling constraints, the center was able to 
hire contract specialists to review transfer of 22 projects 
from sole-source to competitive-procurement status. 
The first three conversions showed potential long-term 
savings of $358 million, and further conversions like¬ 
wise promise significant cost reductions. 

• By more closely monitoring fabrication of equip¬ 
ment and spare parts for the fleet, the center was able to 
resolve problems in contractor workmanship. 

• It also assigned more people to its failure analysis 
laboratory, a step that helped the center correct prob¬ 
lems in equipment and weapon production, thus saving 
money on repairs later and improving product 
reliability. 

• The installation added permanent engineers and 
technicians to study microcircuit obsolescence, work 
considered essential to maintaining the Navy’s complex 
electronic weapon systems. 

Experience at another activity, the Naval Air Engi¬ 
neering Center at Lakchurst, New Jersey, was similar. 


million over the next two years. 

Shifting work in-house. Total employment grew lit- 
tie at industrial fund activities in FY 1983. Conse¬ 
quently, installations did not transfer much work in- 
house, even when analysis indicated they could do the 
work at lower cost than private contractors; managers 
were understandably reluctant to take on new workload 
without assurance that they could keep the staff neces¬ 
sary to do the job. In addition, shifting to organic per¬ 
formance requires significant lead time for cost analy¬ 
sis, terminating existing contracts, and hiring new 
people. 

Nevertheless, experience at two facilities during the 
experiment does illustrate the savings possible by using 
the most cost-effective mix of in-house and contracted 
services. Cost analysis at the Sacramento Army Depot 
indicated that its employees could develop test program 
sets at less than half the cost of private firms. The depot 
did not have to seek an increase in its ceiling and there¬ 
fore hired 123 additional people to do the work. The 
Naval Air Engineering Center located in Lakchurst, 
New Jersey, used its hiring authority to fill 133 new po¬ 
sitions and thus saved $3.1 million by performing new 
or expanded tests internally. 

These and other findings deriving from the FY 1983 
experiment are encouraging. They demonstrate that 
DoD’s industrial fund managers will responsibly relate 
the numbers of workers employed to the size of the job 
to be done. Furthermore, lifting ceilings led to the nu¬ 
merous management improvements described above. On 
the strength of these gains, Congress authorized re¬ 
moval of civilian ceilings from oil DoD activities for 
FY 1985, not just from those that are industrially 
funded. OMJ 
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By MAJOR DANTON G. STEELE II 


Though not a cure-all for acquisition ills, multiyear procurement can yield 
healthy savings when properly prescribed. 



A t the time the Reagan administration took office, a contract and obligate money for programs unless Con- 
thc Congress and many in the defense community gress first passes two separate pieces of 

had reached ti consensus that the weapon systems acqui- legislation — one authorizing the program and one 

sition process — getting weapons from the drawing appropriating the necessary funds for it. The legislative 

board into the hands of users in the field—was ineffi- process eventually results in an annual Defense Appro- 
cient and ripe for overhaul. The acquisition cycle was priation Act, which funds equipment purchases pro- 

too long, too costly, too complex, and too unreliable, grammed each year in the Five Year Defense Plan. 

Because the administration was committed to increased Funding is on a program-by-program basis and is usu- 

defensc spending, officials needed to convince both ally limited to that amount necessary to satisfy procure- 

Congrcss and the taxpayers that greater defense outlays ment requirements for one fiscal year. The department 

would not be wasted. Meaningful acquisition reform makes purchases by means of annual contracts provid- 

was therefore crucial. ing for production and delivery of one year’s 

One of the most heralded reform initiatives that fol- requirements, 
lowed was the cull for more widespread use of multiyear DoD Directive 7200.4, “Full Funding of DoD Pro¬ 
procurement. Though not a panacea for all acquisition curement Programs,” mandates this annual approach, 
ills, multiyear procurement is a key component in any which ensures that both Congress and the public are 

serious effort to improve the acquisition process. It of- aware of the estimated total cost of an item when it is 

fers excellent opportunities for effecting significant sav- first presented for an appropriation. The annual appro- 

itigs and strengthening the defense industrial base. But priations process also has other advantages. In addition 

realizing those benefits, as the discussion below makes to giving continual visibility to high-cost items, it pro- 

clear, depends upon applying the approach properly. vides opportunities each year for making changes to de- 
Multiyear procurement often offers an attractive alter- sign, production rate, and quantity in order to meet the 

native to annual contracting, the usual way in which the changing threat, apply new technology, or respond to 

Defense Department conducts its acquisition business, budgetary pressures. Moreover, the process does not 

Though not without its virtues, the practice of satisfying force one Congress to honor financial obligations 

procurement requirements by letting a scries of annual incurred by a previous one. 

contracts has tended to exacerbate program instability, a However, annual contracting has some distinct disad- 
I ong-standing problem for DoD contractors. That insta- vantages as well, and under certain circumstances, they 

t>ility, in turn, has contributed greatly to the clearly outweigh the advantages. A principal drawback 

cieteriorating condition of the defense industrial base in is that the annual approach is usually not the most eco- 

*he United States. nomieal way to buy items when production runs span 

Under current procedures, DoD normally cannot sign several years. In a June 3, 1981, report, Multiyear Au- 
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as navy photo 


The MK-46 lorpedo program is a good oxamplo of tho kind of 
success possible wilh multiyear procurement. Actual savings 
are now $ 1 50 million, nearly four times the expected amount. 


thorizations for Research and Development, the U.S. 
General Accounting Office cited several other major 
shortcomings: annual contracting inhibits long-range 
planning, prevents large-scale viewing of cross-agency 
programs because of time constraints, makes long-term 
efforts vulnerable to budget cuts and program interrup¬ 
tions, and offers insufficient time for program managers 
to establish priorities. Consequently, in September 
1983, DoD expanded Directive 7200.4 to include provi¬ 
sions on multiyear procurement. 

Not surprisingly, given problems such as those just 
listed, the private sector tends to view annual con¬ 
tracting as a dubious proposition. From industry’s per¬ 
spective, the approach leads to uncertain production 
schedules, results in additional administrative costs, and 
eliminates savings otherwise obtainable through high- 
volume purchases of material and bigger production 
runs. Moreover, in light of Congress’s prerogative to re¬ 
duce program financing, firms are often reluctant to 
make capital investments, the result of which is less ef¬ 
ficient production and reduced competition. 

Realities such as these motivated DoD and the Con¬ 
gress to take action to reduce the number of unstable ac- 
nuisil'on oroerams. nd t was n his c ntex t at e 


programs in the most efficient and economical manner 
possible. The charge given to him by Secretary of De¬ 
fense Caspar W. Weinberger led to formulation of a 
new DoD acquisition policy based on guidelines now 
known as the Carlueci initiatives, first outlined in an 
April 30, 1981, memorandum. 

As noted above, the initiative generally recognized as 
essential to acquisition reform was that calling for in¬ 
creased use of multiyear procurement, or contracting for 
more than the current year’s requirement. By funding 
economic lot buys, multiyear procurement frees manu¬ 
facturers from having to make smaller, more costly 
piecemeal buys and thus promises to reduce the cost of 
mature, low-risk programs already in production. Offi¬ 
cials and managers in government, DoD, and defense 
industry generally agree that, properly administered, 
multiyear procurement arrangements on selected acqui¬ 
sitions can be extremely beneficial. 

Such contracts promote private-sector capital invest¬ 
ment and encourage economies of scale. These benefits, 
in turn, can lead to improved efficiencies in production 
processes, better utilization of industrial facilities, and 
lower-defect, higher-quality products. Multiyear pro¬ 
curement arrangements also help stabilize the work 
force size and quality and enable industrial engineers to 
focus their efforts on improving learning curves. 

In addition, by generating greater competition at 
prime, vendor, and subcontractor levels and by encour- 
aeine Greater nartirination on he Dart of Small and 


should surge capability and logistics sustainability. 

Multiyear contracts also motivate contractors to ac¬ 
complish meaningful long-range planning and make 
Them more amenable to buying strategic materials in 
bulk, a practice that lessens the dangers associated with 
overseas sourcing. As program stability increases, con¬ 
tractors will incur lower financial borrowing costs, and 
contract administration costs will decrease as well. To 
the extent that these and other benefits accrue, acquisi¬ 
tion time probably will decline and program stretch¬ 
outs, which contribute significantly to cost overruns, 
should be sharply curtailed. 

Originally, industry and government representatives 
estimated that multiyear defense contracting would net 
constant-dollar savings of approximately 10 percent. 
While savings have not always been at that level, pro¬ 
jected savings from multiyear procurement initiatives in 
the FV 1984 procurement budget alone totaled nearly 
SI.6 billion. In fact, of the 23 multiyear procurement 
programs approved for fiscal years 1982 through 1984, 
only two, the AN/TRC-170 radio and the MK-45 gun 
mount, failed to meet or exceed their total projected 
cost savings. On a per-unit basis, even the MK-45 pro¬ 
gram is experiencing a higher percentage of savings 
than was projected; the total production quantity, how¬ 
ever, is lower. A good example of the kind of success 
possible with multiyear arrangements is the MK-46 tor¬ 
pedo program, the actual savings for which are now 
$150 million, nearly four times the expected amount. 

Industry and government officials also acknowledge 
that, used inappropriately, multiyear procurement will 
yield very different results. If a consensus is lacking 
concerning the need for a weapon system, if the design 
is unstable, or if cost estimates are far off the mark, the 
multiyear approach will reduce DoD’s flexibility in re¬ 
sponding to changes in threat, economic conditions, and 
technology. This and other risks associated with 
multiyear procurement are very real and must be recog¬ 
nized so that they can be kept to a minimum. 

Another concern is that the government, hoping to 
prevent a “loss of savings” and avoid the high cost of 
cancellation, might become increasingly reluctant to 
abolish programs. Also, future Congresses and defense 
secretaries could inherit greater financial obligations 
and have less room to maneuver because multiyear pro¬ 
curement will account for a larger portion of DoD’s to¬ 
tal obligational authority, thereby reducing funds avail¬ 
able for higher-priority programs unless a significant 
penalty is incurred. In addition, legislators have misgiv- 


Certain factors inherent in the acquisition process can 
undermine the effectiveness of the multiyear approach 
too Obsolescence, scrappage and rework, and 
reconfiguration can all mean higher costs and greater 
risks, as can the hidden costs of storage, maintenance, 
and shelf-life or warranty expirations for advance pro¬ 
curement items. Because multiyear arrangements entail 
large purchases of production materials initially, they 
can also create significant cash flow problems and add 
to program risk if a contractor is not financially healthy. 

Moreover, fostering competition could become more 
difficult. Once DoD awards a multiyear contract, oppor¬ 
tunities to compete for follow-on buys may dwindle due 
to the high cost of tooling, which may deter prospective 
contractors from competing with existing ones. Another 
disadvantage is the resistance DoD is likely to encounter 
as it tries to convince the services and program mana¬ 
gers to change direction once they are committed to a 
particular acquisition strategy. 

Although criteria exist to help managers select sys¬ 
tems appropriate for multiyear procurement, the 
decision-making process still calls for a great deal of 
subjective judgment. Ideally, managers should use the 
approach only for programs that have continuing re¬ 
quirements consonant with current plans, that run little 
risk of contract cancellation, and that have a stable de¬ 
sign with low technical risk. Cost estimates for the pro¬ 
gram should be realistic ns well. 

A policy memorandum issued by the of fice of the sec¬ 
retary of defense in May 1981 outlines several basic 
guidelines to apply in evaluating the multiyear ap¬ 
proach. For example, is the potential there for signifi¬ 
cant cost savings? Systems with greater risk to the gov¬ 
ernment should offer greater opportunities for cost 
savings and other benefits. Also, procurement require¬ 
ments should be stable. In other words, the total number 
of items needed and the desired delivery rates should be 
likely to remain steady during the contract period. 

Furthermore, officials should have reasonable expec¬ 
tations that successive annual budget requests, authori¬ 
zations, and appropriations will provide the necessary 
level of funding through the contract period. Items con¬ 
tracted on a multiyear basis should enjoy a level of pri¬ 
ority as high as or higher than that of other items against 
which they must compete for resources. They should be 
fully developed, tested, and technically mature as well 
•and have low probability of requiring expensive engi¬ 
neering changes, modifications, or retrofits during the 
contract period. Any anticipated changes should be 
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blc cost, preferably under both annual and multiyear ar 
rangements. Reasonably accurate cost estimates are es 
sential and should be based either on the cost history o 
the same or similar items or on prnvcn cost-estimating 
techniques. Confidence in the management skills anc 
production capabilities of the potential prime contrac¬ 
tors and subcontractors is also important. 

Program stability is the common denominator in all of 
the above criteria. Obviously, any program under con¬ 
sideration for multiyear procurement has inherent risks 
for which there are no surefire safeguards. Nonetheless, 
decision-makers and other key players can use these 
benchmarks to help ensure that only mature, viable pro¬ 
grams that have a minimum of built-in risk are chosen 
for multiyear procurement. 

The complexity of the system will largely determine 
the year in which multiyear procurement should begin. 
For systems well within the current state of technology, 
the first production run might be the right starting point, 
provided there were no major problems during full-scale 
development. Systems on the cutting edge of technology 
are generally not appropriate for the multiyear approach 
until the system’s design has stabilized, usually aftei 
two or three production runs. 

Once a particular system has been identified as a can¬ 
didate for multiyear procurement, the program managei 
should do a comprehensive cost analysis to determine il 
the expected savings justify the risks. In a sole-sourct 
situation, he or she can ask the contractor for help in as¬ 
sessing the nature of the risk and the prospects for cosi 
savings. In a competitive environment, the program 
manager has little choice but to produce in-house esti¬ 
mates that are generally less accurate than those foi 
sole-source buys. Either way, computing potential sav 
ings attributable to a multiyear procurement is ar 
imprecise exercise that can be both time-consuming anc 
expensive. What’s more, the level of difficulty in 
creases as savings and risks are projected further ink 
the future. Refining such analysis represents one of the 
biggest challenges facing the government in its effort tc 
select programs that are appropriate for multiyeai 
procurement, 

For the past several decades, largely due to the pro 
gram instability discussed above, private firms have 
been dropping out of the defense arena. Sometime; 
bankruptcy has forced a departure; other times a firn 
has consciously shifted to a purely commercial thrust 
Whatever the cause, this trend has reduced the size anc 
vitality of the nation’s defense industrial base. Many o 
the firms that remain are disc uraee bv excessive BOV 





volved in defense manufacturing. Not surprisingly, 
these companies have trimmed their staffs and forgone 
capital investments that could upgrade production capa¬ 
bility and reduce long-term costs. 

Applied and administered properly, multiyear pro¬ 
curement could inject new vigor into the industrial base, 
particularly at the subcontractor level, where the decline 
has been severest. If not used prudently, however, the 
approach could exacerbate the prohlcm. Poorly directed 
multiyear arrangements could actually lock contractors 
and their selected subcontractors into de facto single- 
source setups and thus discourage competition. At¬ 
tempts to profit quickly from large-lot orders could also 


By generating greater competition at 
prime, vendor, and subcontractor levels 
and by encouraging greeter participation 
on the part of small and minority-owned 
firms, multiyear procurement can help 
broaden the industrial base 


lead to problems. For example, subcontractors might fill 
large, one-time, short-duration orders from primes by 
using existing facilities rather than investing in new 
capital equipment. Additionally, prime contractors who 
sign long-term agreements could develop in-house capa¬ 
bility to produce parts and components, thereby 
excluding prospective subcontractors. 

DoD can minimize such dangers, though, through ef¬ 
fective contract design and management. For instance, 
multiyear arrangements should call for a thorough re¬ 
view of the prime contractor’s make-or-buy plan to en¬ 
sure that subcontractors share equitably in any benefits 
that accrue. Also, the department needs to devise an ef¬ 
fective means for evaluating the critical subcontractors’ 
planned production rates so that it can take measures to 
protect other subcontractors involved from experiencing 
demand fluctuations that discourage capital investment. 
Furthermore, by incorporating second-source and dual¬ 
source provisions in multiyear contracts, DoD can spur 
expansinn of the subcontractor tier and thereby increase 
both competition and the number of firms capable of 
producing defense-related items, 

As it implements multiyear procurement, the govern¬ 
ment must recognize and accept that costs may rise ini¬ 


ncss with the government becomes a more attractive 
proposition than it is now. DoD must do a better job of 
articulating its resource requirements to Congress, 
which in turn must overcome political parochialisms 
and base its decisions solely on national interest. 

Although Congress has expanded DoD’s authority to 
enter into multiyear agreements, it also has placed so 
many restrictions on their use that contracting personnel 
are often discouraged from making it part of their acqui¬ 
sition strategy. Of the 14 proposed multiyear programs 
contained in the FY 1984 Defense Authorization Act, 
only seven won congressional approval. Then-Deputy 
Secretary of Defense Paul Thayer estimated that, as a 
result, DoD lost out on potential cost savings of SI 
billion. 

In light of the high visibility accorded multiyear pro¬ 
curement pilot programs, it is extremely critical that 
they fare well and realize the expected savings. Wider 
adoption of the multiyear approach could mean very 
substantial annual savings. Certainly, the savings al¬ 
ready realized on systems such as the MK-46 torpedo 
bode well for such projections. 

The defense acquisition community is paying close 
attention to the multiyear procurement initiative. Will 
Congress and DoD cooperate on this issue? Will they 
accept the implicit obligation to maintain the stability of 
programs that have been placed in multiyear status? 
Failure to assure stability will result in reduced savings 
and disruption of delivery, consequences that eventually 
will lead to loss of congressional, DoD, and private- 
sector support of the multiyear approach. 

By no means is multiyear contracting a panacea for 
all the ills of the defense acquisition system. 
Nonetheless, if applied with discretion in the appropri¬ 
ate circumstances, it represents an effective and proven 
way to reduce acquisition costs, shorten lead times, and 
strengthen the nation’s industrial base. 
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office for the Sergeant York Division Air Defense Gun 
System, U.S. Army Armament Research and Develop¬ 
ment Command, Dover, New Jersey. He is a graduate 
of the Armed Forces Staff College and has completed 
the program manager's course at the Defense Systems 
Management College and the logistics executive devel¬ 
opment course at the Army Logistics Management Cen¬ 
ter, Major Steele holds a bachelor's degree from the 
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By BRIGADIER GENERAL GORDON E. FORNELL, USAF 

and 

LIEUTENANT COLONEL GLENN H. VOGEL, USAF 

Defense Department analysts have achieved a breakthrough in their ability 
to forecast the economic impact of weapon systems acquisition programs 
such as the Peacekeeper missile system. 


A weapon system costs money — often a lot of 
money—and the price tag it carries is typically at 
the forefront of any discussion of its merits. What re¬ 
ceives less attention are the dividends such an invest¬ 
ment pays, though they too arc substantial and of more 
than passing interest to decision-makers, planners, and 
direct beneficiaries alike. This article describes a meth¬ 
odology for assessing the economic impact of one major 
weapons program, the Peacekeeper missile, and ex¬ 
plains some of the economic ramifications deriving 
from acquisition of that system. 1 

Current plans call for full operational deployment of 
the Peacekeeper in existing Minuteman silos by 1989. 
(See the sidebar on p. 31 for more information on the 
missile itself,) For fiscal years 1984 through 1988, pro¬ 
gram expenditures will total some $11.76 billion, in¬ 
cluding funds for missile research, development, test, 
and evaluation; missile procurement; and construction 
improvements to existing silos. 2 At both the regional 
and national levels, these efforts will no doubt have sig¬ 
nificant impact on production, employment, and de¬ 
mand for materials. 

The Defense Economic Impact Modeling System, a 
forecasting tool recently developed by DoD, allowed 

The Peacekeeper Is presently undergoing test flights. For 
Y t984 through 1988. program expenditures wiil total more 
than $i t biliion, including funds for RDT&E, procurement, and 
construction improvements to existing silos. 


analysts to determine more precisely just what the likely 
economic effects of the Peacekeeper program would be. 
Analysts used the system in conjunction with the Bureau 
of Labor Statistics Economic Growth Input-Output 
Model in estimating the impacts. The U.S. Air Force 
furnished schedule and cost data as input for the mod¬ 
els. (Cost data cited in this article reflect changes noted 
in the Conference Report of the House and Senate Ap¬ 
propriations Committee, October 10, 1984.) 

Preliminary analysis, conducted for the 1984 Five 
Year Defense Plan, yielded detailed estimates of im¬ 
pacts in three principal areas: direct and indirect output 
and employment for Peacekeeper-related industries, in¬ 
duced employment, and demand for various categories 
of skilled labor and critical materials. Employment esti¬ 
mates included a regional breakdown based on the geo¬ 
graphic distribution of major affected industries, 

Estimates of procurement costs for the system as- 


x The analysis presented here is a revised summary of a pa¬ 
per presented at the Allied Social Sciences Association meet¬ 
ings in San Francisco, California, on December 2$, 1983. 
The authors wish to express their appreciation to Dr. Kris 
Swaminatha, senior economist with A NSER, for his contribu¬ 
tions to this article. Also, thanks are due to Dr. David Blond, 
Office of the Secretary of Defense, for his helpful comments 
and suggestions on an earlier draft of this paper. 

1 All dollar figures are expressed in constant 1982 dollars 
and all years refer to fiscal years. 
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sumed a total buy of 223 missiles, 100 sets of opera¬ 
tional support equipment, and initial spares. Current 
plans anticipate a maximum buy of 48 missiles per year 
and a three-year deployment schedule. Research, devel¬ 
opment, test, and evaluation outlays are expected to 
peak in 1984 and then taper off as the missiles go into 
full production. Correspondingly, procurement outlays 
are likely to be greatest from 1986 through 1988, as the 
manufacturers execute efficient production plans and 
tool up their factories. 

To determine output and employment impacts re¬ 
sulting from an expenditure, analysts need to know ac¬ 
tual amounts spent each year. Outlays for a given year 
are not necessarily the same as amounts budgeted; once 
funds are appropriated, they may be spent over a num¬ 
ber of years. In the case of the Peacekeeper, Defense 
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ihe program would have an impact on, and determined 
employment-to-output ratios in each industry affected. 

Step 2. To carry out the second step—deriving input- 
output coefficients for the budget categories—econo¬ 
mists applied the interindustry model segment of the 
Defense Economic Impact Modeling System. By using 
it in conjunction with the latest version of the defense 
translator for the Peacekeeper, they were able to deter¬ 
mine input requirements for each of the 400 supplying 
industries involved in system research, development, 
test, and evaluation and in system acquisition. {The 
translator is a set of coefficients used to restate budget 
outlays as purchases from industry.) Similarly, the Bu¬ 
reau of Labor Statistics Economic Growth Input-Output 
Model allowed economists to project input requirements 
for each of the 156 industries participating in 
Peacekeeper silo construction and improvement 
activities. 

The Defense Economic Impact Modeling System, 
which figured prominently in this step and in step four 
below, permits users to analyze with some degree of 
precision the impact of DoD budget categories on the 
national economy and on industry and service sectors. 
Specifically, it: 

• Gives analysts a consistent and reliable framework 
of economic models and government policy assumptions 
to use in assessing the economic impact of defense ex¬ 
penditures on the U S. economy. 

• Provides planning information on defense require¬ 
ments to private-sector firms, in effect alerting them to 
sales opportunities and encouraging them to add addi¬ 
tional capacity where needed. 

• Allows DoD to evaluate the impact of alternative 
defense budgets on key industrial sectors, skilled labor 
categories, and raw material requirements. 

The major segments of the system are a 
macroeconomic model that has been integrated with a 
400-sector input-output (or interindustry) and employ¬ 
ment model, a 72-commodity base strategic materials 
requirements model, and a 163-category occupational 
skills requirements model. 

Step 3. The purpose of this step was to project in¬ 
creases in demand, or sales potential, for each industry 
affected by the program. To do so, analysts multiplied 
program outlays for each year hy the input-output coef¬ 
ficients developed in step two. This third step assumed 
that the pattern of allocation of money for the research, 
development, test, and evaluation and production pha¬ 
ses of Peacekeeper was similar to that of the translator 
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ment activities was a modified Bureau of Labor Statis¬ 
tics construction sector {standard industrial classifica¬ 
tion code 15). 

Step 4. Next, analysts estimated the employment po¬ 
tential, or numher of jobs likely to be created, by multi¬ 
plying sales potential for each affected industry in each 
year by the associated employmeni-to-output ratios. 

Step 5. Finally, staffers used two segments of the De¬ 
fense Economic Impact Modeling System--thc critical 
materials model and the occupation-by-industry 
model—to project requirements for strategic materials 
and skilled manpower that would result from the in¬ 
creased industrial production and employment generated 
by the program. 

The industrial sales and employment forecasts de¬ 
rived by applying this methodology are approximations 
of the demand for particular services, products, and la- 


The Peacekeeper 

The Peacekeeper missile program responds to the 
I critical need lor modernization ol our intercontinental 
j ballistic missile forces. It should reverse the relative 
decline In our strategic capabilities and revitalize Ihe 
U,S. strategic deterrent. The Peacekeeper Is an ad* 

! vanced Intercontinental ballistic missile capable of de¬ 
livering 10 reentry vehicles, or warheads, to Indepen¬ 
dent targets at ranges greater than 5,000 miles. 

Each missile has four stages plus a post-boost vehi- 
1 cle consisting of a deployment module and reentry 
system. It weighs 195,000 pounds and Is approxi¬ 
mately 71 feet long and 92 Inches In diameter. Com- 
l pared to other intercontinental ballistic missile sys¬ 
tems currently In the U.S. Inventory, the Peacekeeper 
has greater resistance to nuclear effects, can carry 
more warheads, and boasts greater range and tar- 
1 geting flexibility. Important missile subsystems include: 
an advanced guidance set and Ihree solid propellant; 
booster stages. 

The Peacekeeper will be deployed In existing Min* 

1 uleman silos in Wyoming and Nebraska that are sup-; 
ported by F, E. Warren Air Force Base in Cheyennei 
Wybming. Beoause Peacekeeper was designed to fit;: 
,1010 existing silos, required modifications to those .Slid# 

1 Wlll be minimal. As modified, the underground struc¬ 
tures will accommodate new support equipment, 1 .a 
:rW shock. Isolation system, and an Improved corny, 
ixiand and control system. 

.. The Peacekeeper program schedule calls for frtltiaC 
operational capability of 10 missiles b late I900,and< 
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Figure 3. Projected annual-average employment increase as a ri 
of the Peacekeeper missile program, FY 84-88 
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bor. As such, each has certain inherent limitations. 
First, because physical quantities cannot be measured 
using this method and because the input-output series is 
stated in dollars, the estimates are value comparisons 
only. Second, the demand for various materials and 
services is influenced by technological development, 
design, and prices, all of which are subject to change 
over time; thus, the projections will require modifica¬ 
tion as additional information becomes available. Even 
so, the preliminary estimates are useful both for doing 
business market research and for analyzing the impact 
of government policy, 

Figure 2 (p. 30) lists the estimates of sales and em¬ 
ployment potential for various industries affected by de¬ 
velopment and procurement of the missile. From 1984 
through 1988, estimated outlays for research, develop¬ 
ment, test, and evaluation and for procurement will total 
$11.6 billion, exclusive of silo modifications, for an av¬ 
erage annual expenditure of $2,3 billion. To satisfy the 
demand that such outlays will create, various sectors of 
the economy will have to step up production activities 
and, as a result, will realize Increased sales of approxi¬ 
mately $24,2 billion, or almost $4.8 billion annually, 
Analysis of the sales projections indicates that: 

• Thirty of the 400 industries affected will account 
for more than 84 percent of the total value of production 
and sales generated by research, development, test, and 
evaluation and procurement activity. 

• Not unexpectedly, the missile industry’s share in 
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radio and TV communication, propulsion, and transpor¬ 
tation equipment. 

Preliminary analysis revealed that several large prime 
contractors, located in a few states, employed 75 per¬ 
cent of all workers directly engaged in Peacekeeper pro¬ 
duction in 1982. vSubcontractor activities, scattered 
throughout the nation, accounted for the remaining 25 
percent. Moreover, the concentration of prime contrac¬ 
tors’ employment and production activities is especially 
high in the Western states, as can be seen from Figure 
4. Employment and income activity related to silo mod¬ 
ification for the missile will be largely confined to 
southeastern Wyoming and western Nebraska. 

Demand for skilled manpower will also grow as a re¬ 
sult of the program. The Defense Economic Impact 
Modeling System includes an occupational skills re¬ 
quirements segment that helped analysts identify the 
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in demand and will result in some 56,310 additional 
jobs each year from 1984 through 1988. Major catego¬ 
ries within that average annual total include: business 
professionals and staff (15,077), operatives (14,500), 
craft and related workers (8,244), engineers and scien¬ 
tists (7,032), service workers (4,308), social scientists 
and related professionals (3,121), and nonfarm laborers 
(2,806). 

Another segment of the modeling system addresses 
strategic materials requirements. With the aid of this 
model, analysts were able to estimate the quantities of 
key materials required to produce 223 Peacekeepers 
from 1984 through 1988. Demand will be greatest for 
aluminum, chromium, copper, manganese, and nickel. 

With actual expenditures approaching $12 billion dur¬ 
ing fiscal years 1984-88, the planned development, 
procurement, and deployment of the Peacekeeper will 
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The Peacekeeper dwarfs engineers 
Aerospace, who are shown here checkin' 
equipment used in evaluating the miss 
through 1988, Peacekeeper-related work * 
ate more than 400,000 jobs. 

skilled labor and strategic material 
nately, the availability of the Defense 
Modeling System enables analysts to 
liminary conclusions about the nature 
these effects. 

Equally important, a wide ra 
tions—including major industries a 
state, and local governments—can r 
to good use. Though tentative, the 
do provide a framework for devclc 
corporate investment strutegy for pi 
In addition, these projections prov 
scssing employment trends, defens 
ments, capital availability, and hous 
tailed work than that sumtnari 
obviously be necessary to carry out 
ingful planning. Nonetheless, eve 
based on the Peacekeeper program 
tial of the modeling system as a 
management tool. DN|*j 
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logistics support costs for the B-IB 
aircraft can be reduced 

U S. General Accounting Office, Washington, DC 
(GAOINSIAD-84-36, September 20, 1984). Re¬ 
quest copies of GAO reports from: U.S. General 
Accounting Office, Document Handling and Infor¬ 
mation Services Facility, P.O. Box 6015, 
Gsithersburg, MD 20760. 

The Air Force plans to purchase 100 B-1B aircraft, a 
multipurpose bomber that will replace the B-52 in the 
strategic nuclear mission role. Expected to be capable of 
serving as a conventional bomber and as a cruise-missile 
carrier, the aircraft is being developed and produced con¬ 
currently in order to meet a congressional mandate that it 
be operational no later than 1987. The secretary of de¬ 
fense has informed Congress that the program will not 
exceed $20.5 billion In 1981 dollars. 

Logistics requirements were the focus of the General 
Accounting Office's recent review of the B-1B program. 
Specifically, they considered whether current plans for 
meeting those requirements are reasonable, or whether 
the Air Force could support the aircraft in a more effi¬ 
cient, cost-effective manner. 

At the outset of its report, GAO acknowledges that Air 
Force support planning has been extensive, but states 
that planners have had to make premature logistics deci¬ 
sions because of two factors: the inadequacy of logistics 
data generated during research and development of the 
B-IB’s predecessor—the B-1A—and the concurrency of 
B-lB development and production. Together, these fac¬ 
tors have precluded an adequate logistics support analy¬ 
sis, the means through which planners normally obtain a 
detailed breakout of expected support requirements be¬ 
fore production begins. 

According to the report, the Air Force plans to spend 
billions of dollars for B-lB investment spares (compo¬ 
nents that can be repaired and reused) and production 
components during fiscal years 1985 and 1986. But ex¬ 
perience with other aircraft acquisition programs strongly 
suggests that the service could cut these costs by as 
much as 20 percent if it combined orders for spares and 
components. Companies could then draw up one, overall 
production schedule and pass on savings realized 
through economies of scale and the avoidance of costs 
stemming from handling separate orders and from manu- 


curement approach for initial provisioning of high-cost 
spares, which represent about 15 percent of the total 
spares buy. However, provisioning of/iciais did little in 
1982 to identify high-cost spares and consequently have 
not consolidated orders to the extent they could have. 
GAO's position is that the combined procurement ap¬ 
proach should be used tor all investment spares, and it 
estimated that failure to do so in FY 1983 may have re¬ 
sulted in lost savings ranging from $8.3 million to $16.6 
million. It projected that combined purchases of B-lB in¬ 
vestment spares in FY 1985 and FY 1986 could yield 
savings of 1 0 or perhaps 20 percent, or as much as $880 
million. 

Citing the findings of several recent DoD studies of 
other acquisition programs, the GAO analysts recom¬ 
mended that the Air Force buy Investment spares directly 
from the manufacturer rather than from the four major 
B-IB contractors. Current plans call for the service to 
make all spares purchases through the contractors, 
whose price tags are expected to reflect substantial 
add-on fees. According to a breakout analysis conducted 
by the B-lB program office in 1982, procurement officials 
could save at least 25 percent on direct purchases ol any 
of the aircraft's 60 identified subsystems. 

The Defense Department did not concur with the rec¬ 
ommendation concerning direct purchase of spares. It 
maintains that the Air Force must continue to buy some 
spares from major contractors in order to comply with ex¬ 
isting warranties and to assure quality control. But GAO 
contends that direct purchase from the manufacturer 
would not lessen the government's warranty protection 
since those firms are ultimately responsible for warranty 
work anyway. The manufacturers would simply be re¬ 
sponsible to DoD, not to the four major contractors, 

The study team also took exception to DoD's comment 
on quality control. It stated that the Air Force could read¬ 
ily assume much of the quality-control function now being 
performed by the B-IB contractors. However, the audi¬ 
tors did admit that the contractors may be able to provide 
some quality-control services that the Air Force cannot, 
and the team therefore recommended direct procurement 
of investment spares only when that procedure does not 
place product quality in jeopardy. 

Next, GAO analysts considered the B-IB basing plan, 
which calls for deployment of 32 aircraft at one base, 26 
at a second base, and 16 at each of two others. Accord¬ 
ing to a study conducted by a private firm, consolidation 
of the latter two bases would not significantly increase fa¬ 
cilities costs at the base selected. Moreover, GAO be- 








and flight-simulator acquisition costs, and about $25 mil¬ 
lion per year In personnel costs 

The Air Force expressed concern that a reduction in 
the number of bases would increase the vulnerability of 
aircraft on the ground. In response, the GAO team sug¬ 
gested deploying some of the strategic-alert aircraft at a 
fourth location, or a ''satellite” base. Although there are 
costs associated with satellite basing, a 1979 DoO re¬ 
source management study found that they are minimal 
compared wilh the savings available through consolida¬ 
tion, largely because a satellite base performs only three 
of the eight functions provided at a main operating base. 

According to the report, use of satellite basing in con¬ 
junction with consolidation of the two proposed 
16 -aircraft bases would not reduce fhe number of alert 
aircratt. The 8-1B is being designed to stand alert for 90 
consecutive days with minimum maintenance but is 
scheduled to be on actual alert status for only 30 days at 
a time. Furthermore, a mobile repair team, which the 
Strategic Air Command plans to maintain at each main 
base, could correct any problems that do arise. 

The Air Force also plans to operate an intermediate re¬ 
pair shop at each proposed B-1B base. Procurement of 
automatic test equipment and associated components at 
these four bases will cost an estimated $122 mllfion; per¬ 
sonnel and operating costs over the expected 20-year life 
cycle will be approximately $432 million. To reduce these 
costs and Improve the quality of repair work, GAO recom¬ 
mended centralizing intermediate avionics repair at the 
airframe and engine depot maintenance facility. DoO did 
not agree. The department argued that the technologies 
to implement two levels of maintenance have not been 
adequately demonstrated and would pose undue risk to a 
nascent B-1B force. It also cited four Air Force studies 
which concluded that iittle or no cost savings would resuit 
from centralized B-1B avionics repair. 

Characteristics and performance of 
recruits enlisted with general educational 
development credentials 


unsuited for military service. Recently, therefore, the Hu¬ 
man Resources Research Organization attempted to 
identify demographic and education-related factors that 
correlate with an individual's suitability tor military 
service. 

Researchers surveyed 34,000 military applicants and 
40,000 recruits during the first half of 1983. In a report 
based on data from that survey, the authors compared 
the demonstrated military suitability of recruits holding 
general educational development, or GED, credentials 
with that of high-school diploma graduates. The results of 
the analysis seem to support the policy of requiring 
nondiploma applicants to obtain an Armed Forces Quali¬ 
fication Test score higher than that required of high- 
school graduates. 

Between t977 and t982, GED credential holders rep¬ 
resented 5 percent of male and 7 percent of female 
nonprior service accessions. During this period, the pro¬ 
portion of GED accessions by service ranged from a low 
of 2.6 percent for the Marine Corps in 1979 to a high ot 
It .8 percent for the Navy in 1981. In fiscal years 1981 
and t982, approximately 4 percent of military recruits 
were GED holders, slightly more than the estimated per¬ 
centage of l8-to-23-year-olds in the general population 
who held the credentials. 

Because the military suitability of high-school gradu¬ 
ates has traditionally been better than that of GED hold¬ 
ers, all service branches give preference to applicants 
with high-school diplomas. While Army, Navy, and Air 
Force enlistment criteria are less stringent for equiva¬ 
lency certificate holders than for nongraduates, the Ma¬ 
rine Corps does not distinguish between the two groups 
for enlistment purposes. 

The researchers’ findings Indicate that the military 
suitability of GED recruits Is in fact closer to that of 
nongraduates. In every Armed Forces Qualification Test 
category, the 36-month attrition rate for GED accessions 
was at least 20 percent higher than that for diploma grad¬ 
uates. Among t979 accessions DoD-wide, GED holders 
had a higher first-term attrition rate than nongraduates in 
all but the highest three aptitude groups. The attrition 
rate for male GED accessions was nearly double that for 
all diploma graduates. Although female GED holders had 





rate is not sufficient to offset the negative effects of first- 
term attrition rates. 

The Human Resources Research Organization con¬ 
ducted this comparative analysis partially in response to 
concerns expressed by the American Council on Educa¬ 
tion's GED Testing Service, which quastioned the fair¬ 
ness of military enlistment criteria. 

Better use of available data would 
improve mobilization planning for 
inductees 

U.S. General Accounting Office, Washington, DC 
(GAOINSIAD-85-11, October 22, 1984). 

In the event of mobilization, the United States will have 
to increase the strength of its armed forces quickly. Cur¬ 
rent plans call for the Selective Service System to induct 
up to 100.000 individuals by the thirtieth day of mobiliza¬ 
tion; they will provide a significant portion of the man¬ 
power needed. GAO conducted this review to determine 
whether DoD has based its schedule for inductee deliver¬ 
ies on a thorough and valid analysis of mobilization per¬ 
sonnel needs and on an accurate assessment of ex¬ 
pected service manpower shortages and surpluses. 

Presently, DoD employs the Wartime Manpower 
Planning System to determine the nature and magnitude 
of wartime personnel requirements. The system is help¬ 
ful, but the GAO maintains It collects only aggregate data 
that do not allow planners to effectively identify military 
occupations likely to experience wartime manpower 
shortfalls. Though able to process occupational planning 
data in as many as 99 DoD job categories, the system is 
doing so for only five: combat; medical; logistics, service, 
and supply; technical, engineering, maintenance, and re¬ 
pair; and communications and intelligence. 

8y grouping many different and discrete occupations 
under just five broad categories, the approach can be 
misleading concerning occupational overages and short¬ 
ages. Calculations of cumulative balances may be useful 
in orchestrating a peacetime force structure, but they 
mask imbalances that would occur in wartime. Moreover, 
DoD officials concede that the current level of statistical 
detail regarding possible imbalances is Insufficient in 
several areas. It does not allow them to confidently deter¬ 
mine post-mobilization accession requirements, skill area 
shortfalls, requirements for pre-trained individuals to 
bring units to wartime strength and to replace casualties, 


Ironically, the services do have the desired information 
readily available but do not furnish it to DoD. Were they 
to do so. the department could more accurately assess 
wartime shortages by occupation, identify those needs 
that would require acceleration or expansion of reserve- 
component training, ensure the effective use of all avail¬ 
able personnel, and determine the number of accessions 
needed within specific time frames. The authors cite "re¬ 
sistance" on the part of the services as the primary rea¬ 
son for DoD's failure to acquire the necessary data. They 
concluded that until the services provide occupational de¬ 
tail on their manpower needs, either through the Wartime 
Manpower Planning System or another mechanism, per¬ 
sonnel delivery scheduling will not be as effective as it 
could and should be. 

Specifically, the GAO analysts recommended that the 
secretary of defense: 

• Require the services to submit sufficient occupational 
data through the Wartime Manpower Planning System or 
some other system so that DoD can ensure the accuracy 
of each service’s wartime needs and expected manning 
shortages and surpluses. 

• Ensure that requirements for inductees are based on 
a systematic analysis of the services' wartime needs and 
their ability to meet those needs with available personnel. 

• Submit a revised personnel delivery schedule to the 
Selective Service System. 

DoD partially agreed with the first recommendation and 
stated that it would develop and analyze the relevant 
data on a one-time basis. The department indicated that 
it would consider formal adoption of such an analytical 
procedure if the initial one led to substantial changes in 
either the Inductee delivery schedule or the size of the 
mobilization training base. 

Concurring in large measure with the second recom¬ 
mendation as well, DoD pledged to develop the neces¬ 
sary methodology for analyzing Inductee requirements. 
Howaver, the department disagreed with the report's con¬ 
tention that DoD does not use a systematic method for 
validating Inductee requirements. Defense officials main¬ 
tain that requirements validation is based on the fact that 
the Army, even after assimilating all 80,000 Inductees It 
is scheduled to receive and after taking full advantage of 
the Improving mobilization training-base capacity, would 
not be able to resolve all the skill shortages that wouid 
exist if mobilization occurred this decade. 

In response to the third recommendation, DoD stated 
that if initial analysis substantiated the need for a revised 
schedule, It would direct the services to validate their In* 


Appealing 

disciplinary 

action 

By STEPHEN A. KLATSKY 

Mr. Klatsky is the senior civilian 
personnel labor law counselor at the 
Army Materiel Command. Alexandria, 
Virginia. 

A federal manager has the right to 
take disciplinary action against an 
employee (see Fourth Quarter 1984 
DMJ, pp. 39-40). But as a check and 
balance against arbitrary use of this 
right, the subordinate also has access to 
statutory and regulatory systems 
through which he or she may either 
grieve the matter within the agency or 
appeal It to an outside administrative 
body. Theretore, when considering 
whether, and to what extent, discipline is 
warranted, the agency's management 
team—the supervisor and representa¬ 
tives of the legal and personnel of¬ 
fices—should anticipate an employee 
grievance or appeal, weigh the strengths 
and weaknesses ot the case, and as- 
soss the likelihood that the discipline will 
withstand a challenge. 

In cases ot severe disciplinary action, 
that Is, suspensions of more than 14 
days or removal, the employee has the 
right to appeal to the Merit Systems Pro¬ 
tection Board, a three-member adminis¬ 
trative tribunal created under the 1978 
Civil Service Retorm Act. The board has 
established a body of case precedent 
that sets forth legal principles pertaining 
to appropriate penalty, burden of proot, 
procedural errors, and other Issues In 
the area ot discipline. Hearings betore 
the board take place in a formal, eviden¬ 
tiary, trlal-llke setting. 

Collective bargaining agreements 
make available another avenue of ap¬ 
peal. All such agreements negotiated 
et een u ions d manaaeme t must 


describe the types of conduct subject to 
discipline. 

The first procedural steps delineated 
In most collective bargaining contracts 
require a review of the grievance by 
first- and second-line supervisors, and, 
if the matter remains unresolved, by the 
activity commander or director. By law, 
the last step of the procedure is binding 
arbitration. The parties involved hire an 
arbitrator of their choice from those on a 
list furnished by the Fedoral Mediation 
and Conciliation Service or some other 
mutually agreed-to source. The arbitra¬ 
tor interprets the contractual rights and 
obligations of the parties and decides 
whether the proposed discipline is for 
good cause. However, only the union 
has authority to Invoke arbitration; If It 
chooses not to, the employee has no In¬ 
dependent right to do so. 

Individuals who are members of bar¬ 
gaining units usually must grieve under 
the negotiated provisions of the collect¬ 
ive bargaining agreement. Only if the 
proposed disciplinary or performance- 
corrective actions meet the Merit Sys¬ 
tems Protection Board jurisdictional re¬ 
quirement can a union member take his 
or her case to that tribunal. If the em¬ 
ployee chooses this route, he or she for¬ 
feits the right to challenge under the col¬ 
lective bargaining agreement. 

Another channel tor appeals Is the 
employing agency’s internal administra¬ 
tive grievance system. The Office of 
Personnel Management requires all fed¬ 
eral agencies to establish such a system 
for employees not covered by and sub¬ 
jects excluded from collective bargaining 
agreements. The administrative griev¬ 
ance system does not extend to matters 
appealable to the Merit Systems Protec¬ 
tion Board. Though practice varies, nor¬ 
mally this intra-agency mechanism leads 
to a hearing before a grievance panel or 
committee, which makes a nonbinding 
recommendation to management. Man¬ 
agement retains final decision-making 
authority. 

Regardless of whether the employee 
elects to appeal adverse actions to the 
Merit Systems Protection Board or 
hroua e neaotiate oreva ce o oca- 


fice of Personnel Management has the 
right to seek judicial reviow of an unfa¬ 
vorable judgment. 

An employee can challenge a discipli¬ 
nary action on either procedural or sub¬ 
stantive grounds. In cases based on the 
former, he or she alleges that manage¬ 
ment failed to grant a right employees 
have or made an error in processing the 
action. The more common procedural is¬ 
sues are management's timeliness in 
Initiating the discipline, compliance with 
contractually established deadlines for 
completing oach step of the grievance 
procedure, and violations of due- 
process rights. 

In defending the timeliness of an ac¬ 
tion, the agency must be able to show 
that management, upon becoming aware 
of an employee's misconduct, did not 
wait an unreasonable length of time be¬ 
fore initiating discipline. Unfortunately, 
the law sets forth no hard-and-tast rules 
concerning what constitutes "too long." 
immediately after learning about an Inci¬ 
dent, a supervisor should consult with 
the civilian personnel office, which will 
typically advise him or her to conduct an 
informal fact-gathering inquiry to deter¬ 
mine if discipline is warranted. 

In a simple tactual case—when a 
worker has taken an unduly long lunch 
for the third time In a month, for ex¬ 
ample—the supervisor normally offers 
the employee an opportunity to give a 
reason for the absence. Next, the super¬ 
visor reviews the matter with the civilian 
personnel office, taking into account the 
Impact of the employee's absence on 
mission performance, the employee's 
past performance and conduct, and 
management's customary practice in 
disciplining similar cases. It manage¬ 
ment decides that discipline Is war¬ 
ranted, it then Issues the employee a 
proposal letter that describes the Inci¬ 
dent, states the proposed punishment, 
and outlines the employee's challenge 
rights. 

A more complex case, one involving 
on-duty assault and battery, tor In¬ 
stance, requires a more extensive Inves¬ 
tigation, Including Interviews with wit¬ 
nesses and colleaaues. Coordination 



*re bringing criminal charges. Conse- 
luently, management usually has more 
Ime to propose discipline in such cases, 
■tough again no specific guidelines are 
available to ensure that management's 
ctlon is timely. If an employee Is 
harged with a serious, violent crime, 
ne supervisor, with the concurrence of 
ne civilian personnel and legal offices, 
lay indefinitely suspend the individual, 
dually until criminal proceedings are 
xhausted. 

Even when management Is reason- 
bly prompt in proposing discipline, it 
an still violate the time limits estab- 
shed (or the various steps ot a griev- 
noo action. Each collective bargaining 
greemenl defines those limits both for 


management and employees. If man- 
.gement fails to respond to an employ¬ 
e’s tiled grievance within the specified 
umber of days, for example, the em¬ 
ployee can immediately escalate the 
irievance to tho next step or perhaps 
•ven win by default. Similarly, should a 
worker violate established procedural 
me limits, management may be able to 
ermlnate the grievance. 

Each grievance and appeal system 
.Iso guarantees employees certain pro- 
ections against arbitrary managerial ac- 
lon. Although specific rights of due 
process vary, some are common to all 
.ppeal systems. Among Ihem are the 
Ight to written notification of the pro¬ 
posed discipline, including specific rea- 
ons for it, and the right to respond to 
he notice orally, In writing, or both. Ex- 
ept in situations involving appeals un- 
ler negotiated grievance procedures, 
'mployees are also entitled to a repre- 
entafive ot their choice. They are also 
mtltled o f c a tlmp tn n ana p and 


merit based its action, and to written no¬ 
tification ot their right to grieve or 
appeal 

The above rights aro ali duo the em¬ 
ployee as a matter of equity and funda¬ 
mental fairness. Violations ot any one ot 
them, including lack of specificity, may 
result in reversal of management's ac¬ 
tions on the theory that the denial pre¬ 
vented the employoo from formulating 
arid presonting an effective detenso. 

Employee challenges on substantive 
grounds genorally involve one ot the fol¬ 
lowing issues: burden ot proof, severity 
of ponalty, or nexus. 

To have a disciplinary action sus¬ 
tained, managemeni must be able to 
demonstrate that it Is for good cause. 


will promote the efficiency of the agency, 
and meets the applicable legally defined 
burden ot prool. Failure to satisfy any 
one of these requirements will lead to 
reversal of the proposed action. 

If a manager wants to discipline an 
employee for a four-hour absenco with¬ 
out leave, he or she must show that the 
employee was away from ihe worksite, 
thal Ihe Individual was nol on approved 
leave, and that management had a right 
to expect Ihe employee to be working. 
Once management has established 
these facts, the burden of proof shifts to 
the employee who may contend that 
management orally granted him leave 
for the time in question. (Some bar¬ 
gaining agreements state that an oral re¬ 
quest is sufficient when the leave re¬ 
quested Is less than eight hours.) In 
such an Instance, lack of a written re¬ 
quest is not sufficient proot that leave 
was denied. The decision-maker, either 
the Merit Systems Protection Board or 

an arhllratnr uunnlrt haua tn uuninh he 


is justified. 

If an employee challenges on grounds 
that the proposed ponalty is too severe, 
management must then show that the 
severity ot the discipline is reasonable in 
light of Ihe seriousness of the offense 
and Its impact on Ihe work environment. 
The employee will typically argue that 
penalties imposed on other agency em¬ 
ployees in the past for the same or simi¬ 
lar offenses were less stringent If the in¬ 
dividual can show that he or she has 
received disparato treatment or can oth¬ 
erwise convey the unfairness of the pun¬ 
ishment, the decision-makers will reduce 
the ponalty to one consistent with man¬ 
agement's past practice or impose a 
penalty they consider more appropriate. 

Tho absence of nexus, or connection 
bolween the misconduct and job per¬ 
formance, is likewise a common basis 
for substantive challenges. For tho most 
part, the issue arises when employees 
have been disciplined for off-duty, 
nonwork-related misconduct. Nexus has 
been and continues to be a highly com¬ 
plex legal area, but genorally manage¬ 
ment has the burden of proving that an 
individual's off-duty misconduct is re¬ 
lated lo and in some way seriously de¬ 
tracts from his or her job performance or 
the performance of other empioyoos. 
Failure to adequately show nexus wifi 
load to reversal of the discipline 
imposed. 

However, li the misconduct consists of 
violent criminal behavior or is so egre¬ 
gious lhat It suggests moral turpilude, 
nexus Is presumed by the Merit Systems 
Protection Board. In other words, man¬ 
agement need not demonsirate thal the 
behavior in question has impaired the in¬ 
dividual's ability to carry out his or her 
dulles. However, where the employee 
Introduces evidence that overcomes the 
presumption, the burden shifts to man¬ 
agement, which must prove a nexus lo 
performance and efficiency of the serv¬ 
ice. Not surprisingly, cases based on 
presumed nexus receive exceptionally 
meticulous review, as appellate tribunals 
and dectsfon-makers struggle to distin¬ 
guish between otf-duty behavior that lm- 

n ritlu ro Inh narfi-umanre anH 


Employees are entitled to a representative of their choice, to 
offioial time to prepare and present their case, to the evidentiary 
materials on which menegement based its action, and to written 
notification of their right to grieve or appeal , 


84 survey most successful 


in DMJ history 

In the Second Quarter 1984 issue of 
the Defense Management Journal, we 
published a 14-question readership sur¬ 
vey. Using a tearcard as our survey ve¬ 
hicle, we expected the normal response 
rate for that methodology, which is typi¬ 
cally about 5 percent. Much to our sur¬ 
prise, 2,305 readers—-more than 10 per¬ 
cent of our distribution—responded 
during the quarter-year that tollowed dis¬ 
semination ot that issue. This response 
rale is more than double the previous 


best at the DMJ. 

Analysis of the responses was re¬ 
vealing in a number of respects High¬ 
lights of the analysis, keyed to the sur¬ 
vey questions, follow. 

Who /s your employer? Army readers 
constituted more than a third of our re¬ 
spondents, with Navy and Air Force 
readers each comprising another fifth. 
The most noticeable shift in readership 
from a docade ago was among industry 


and academic readers, in 1974, they 
represented 18 percent of respondents* 
but in 1 984 they accounted tor only 9 .$ 
percent of respondents. 

What Is your rank or grade? Forty- 
eight percent of respondents were mili¬ 
tary and 43 percent were federal civil¬ 
ians. See the figure for a detailed 
breakdown. 

How many years have you worked In 
your current fob? As one might expect, 
two-thirds of military officers have been 
in their current jobs for fewer than 3 
years. By contrast, only a fourth of 
GS-12 through GS/GM-15 civilian re¬ 
spondents had fewer than 3 years of 
tenure m their current jobs (indeed, 
more than a fourth ot civilian managers 
have been in their jobs more lhan 15 
years). 

How do you normally obtain the 
DMJ? Eighty-six percent of respondents 
received their copy through government 
distribution. Personal subscriptions ac¬ 
counted tor another 8.6 percent. 

When did you receive this Issue? 
Sovonty percent received their copy 
within three weeks of distribution. All but 
5 percent ol respondents reported re¬ 
ceipt within 7 weeks. By contrast, in 
ig78 II took more than 80 days for a 
third ot respondents to receive a copy. 

After reading the OMJ, what do you 
do with It? In 1976, 95 perceni of re¬ 
spondents passed tho DMJ on, in 1984, 
nearly one in tive responded that he or 
she keeps the DMJ lor personal 
reference. 

How much ot the DMJ do you usu¬ 
ally read? More than half of all respon¬ 
dents read two or more articles per is¬ 
sue; a fifth skim most issues. Notably, 
95 percent of senior industry managers 
read at least one article per issue. 

On what primary basis do you de- 
termtne the arffcfes you wltl read? 
More than 5B percent ot respondents 
make their selections based on the titles 
and contents pages. The remainder typi¬ 
cally thumb through each Issue. 

fnd/cete the degree to which you 
find the following categories of mate* 
rial published In fhe DMJ valuable* 
Rated exceptional or superior by three- 
fourths of respondents were the con¬ 
tents naoes an eDOrt synopses. News 


Respondents’ rank or grade and employer 
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summaries, graphs, and illustrations re¬ 
ceived such ratings trom three of llvo re¬ 
spondents. DMj's calendar fared most 
poorly, with 14 percent rating it of mini¬ 
mal value. 

indicate your degree of interest in 
each of the following subjects. More 
than half of the respondents expressed 
high or substantial interest In adminis¬ 
tration, training, personnel, acquisition, 
logistics, manpower, and research and 
engineering. Subjects that drew fewer 
than one in three nods Include transpor¬ 
tation, auditing, equal employment, 
health affairs, and reserve affairs (see 
the figure for details). 

Identify as many as three Items from 
the preceding list the t you consider 
mosf relevant lo your field of work. 
Again drawing the most responses was 
administration, followed by logistics, ac¬ 
quisition, research and engineering, and 
training. Of least relevance to DMJ's re¬ 
spondents were reserve affairs, trans¬ 
portation, auditing, health affairs, and 
equal employment—the last earmarked 
by only 3.5 percent of respondents. 

What Is your age? Almost two ot ev¬ 
ery three respondents were at least 40 
years ot age (seo the figure). 

What Is your sex? Males comprised 
91 percent of respondents. 

What Is the highest level of educa- 
tlon you've attained? Four of every five 
respondents laid claim to at least a 
bachelor’s degree, and almost half have 
an advanced degree (see the figure). 

Finally, more than 300 respondents 
took the time to provide written com¬ 
ments. To those couple of d 02 en read¬ 
ers who have "not much use" for the 
OJWJ, we ask that you pass it along to 
someone who can use it (we're not inter¬ 
ested in wasting the taxpayers' money 
any more than you are). To the more 
than 150 respondents who told us to 
"keep up the good work" we say thanks, 
we're doing our best. And especially to 
those six dozen readers who offered 
suggestions for articles, we tip our hats. 
This survey was conducted in the inter¬ 
est of improving the value of fhe OMJ to 
its primary audience, and your construc¬ 
tive comments are perfectly attuned to 
that spirit. While we are a somewhat 
Physically austere publication—Inex¬ 


pensive paper stock, seJt-covers, and no the DMj is never intellectually austere. 
Internal color—we strive to ensure that Thank you. 




Hotline proving a 
potent fraud buster 


Since its inception in 
June t98l, the Defense 
Hotline for reporting fraud, 
waste, and abuse has re¬ 
ceived 23,400 tips, more 
than 7.600 ot which have 
led to substantive investi¬ 
gations. Callers have re¬ 
ported irregularities rang¬ 
ing from automobile 
misuse to major contract 
fraud. 

In 1984, the number of 
hotline calls and letters av¬ 
eraged 880 per month, 
about 360 more than the 
monihly average for each 
of the two preceding years. 
According to program offi¬ 
cials, not only has the 
number of contacts in¬ 
creased, but so too has the 
quality of the information 
eceived. Currently, about 
ie-third of the contacts 
e referred for in-depth 
view. 

Examples of cases 
brought to light as a result 
of hotline tips include Ihe 
following: 

• Two GS-13 Navy civil¬ 
ian employees accepted 
for personal use promo¬ 
tional airline tickets given 
to them as a bonus for job- 
related travel. These two 
'ndividuals intentionally 
ailed to consign the tickets 
a the government and. as 
i result, received letters of 
reprimand and had to reim¬ 
burse the government a to- 
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blanket that had been 
available for $201 in 1982. 
Investigation revealed that 
a new manager, who failed 
to receive a procurement 
history data package, had 
procured the item on a 
sole-source basis. A com¬ 
petitive contract has since 
been awarded at a price of 
$201 per item; projected 
three-year savings will 
amount to $158,000. 

• An Air Force officer 
was conducting personal 
business while on duty. As 
a representative of two re¬ 
tail firms, he was selling 
the firms' products to sub¬ 
ordinates and other indi¬ 
viduals. The officer re¬ 
ceived a fine of $1,634 and 
opted to retire rathar than 
face a general court- 
martial. 

• Three DoD employees 
voluntarily reimbursed the 
government nearly $1,000, 
which represented partial 
repayment of fraudulently 
obtained funds. An investi¬ 


gation disclosed that they 
had knowingly submitted 
false lodging receipls to 
document payment for mo¬ 
tel rooms during time they 
were actually at home. 

DoD also took action to re¬ 
cover the remainder of the 
money and to remove the 
employees from govern¬ 
ment service. (OASD (PA) 
news re/easo: November 
7, 1984) 

Army to construct 
supply complex 

The Army has begun 
preparing for construction 
of a $174 million supply 
distribution cenler at New 
Cumberland Army Depot, 
Pennsylvania. Upon its 
completion in 1988, the 
1.7-million-square-foot 
complex will be the largest, 
most modern military stor¬ 
age and distribution facility 
in the free world. 

Ffoor space at the center 
will be roughly equivalent 
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Ruling eases burden 
of proving nexus 

A major dec von re 
cently handed down r > ** 
Merit Systems Protect<: t 
Board makes it eas e' ‘ 
federal agency to 
an employea whose c*' 
duty behavior greets a 
low moral ch<vacte' c- 
suggests that he or 
may pose a ph^ca 1 d.»r 
ger to coworkers 

The case mvoi»ed d'-a- 
missal ot a tectera* em¬ 
ployee who was arrested 
and indicted fer fe'orvou'j 
conduct, including a'rmrd 
robbery. The board com 
eluded that an agency 
could arbitrarily dismiss 4 
individual whom c^i au 
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Most significantly, the 
board ruled that the 
agency could do so without 
proving a connection be¬ 
tween such conduct and 
the individual's job per¬ 
formance. Proof of such a 
connection, or nexus, is a 
legal burden traditionally 
shouldered by the govern¬ 
ment. Under the new rul¬ 
ing, there is a presumption 
of nexus which the em¬ 
ployee must disprove. 
(OPM news release: No¬ 
vember 19, 1984) 


AF unveils plans for 
munitions dispenser 

Engineers at the Air 
Force Systems Com¬ 
mand’s Armament Divi¬ 
sion, Eglin AFB, Florida, 
are laying plans to develop 
an air-to-ground submuni¬ 
tion dispenser that will be 
launched from advanced 
tactical fighter aircraft out¬ 
side enemy high-threat 
areas. 

Scheduled to begin in 
June 1985, the Advanced 
Weapon Carriage Integra¬ 
tion Technology program 
represents the Air Force’s 
first attempt to develop a 
weapon featuring 
conformal blended-body 
design. By reducing the 
drag commonly experi¬ 
enced with pylon weapons 
carriage, the conformal de¬ 
sign will significantly in¬ 
crease the speed and 
range of tactical fighter air¬ 
craft, which will be able to 
carry as many as four of 
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Launched from sland-off range by tactical fighter aircraft, 
submunition dlspensors will deliver their payloads to the target 
area while the launch aircraft remains outsido high-threat 
airspace, r u s air force illustration) 


Advanced tactical air¬ 
craft equipped with the 
new systems will be able to 
"launch and leave,” a ca¬ 
pability that will enhance 
aircraft survivability. Air 
Force officials are hoping 
to begin flight testing in 
1987. (USAF Systems 
Command Armament Divi¬ 
sion news release: Octo¬ 
ber 10, 1984) 

Carnegle-Mellon to run 
DoD software unit 

The Department of De¬ 
fense has selected 
Carnegie-Mellon Univer¬ 
sity, in Pittsburgh, 
Pennsylvania, to imple¬ 
ment and operate the de¬ 
partment's new Software 
Engineering Institute. 

As a federally funded re¬ 
search and development 
center, the institute will 
support DoD efforts in 
software engineering. Spe- 


software technology to 
areas such as intelligence, 
surveillance, and com¬ 
mand and control. The 
center’s mission will pri¬ 
marily focus on technology 
transition. Private-sector 
firms will continue to de¬ 
velop software for de f ense 
systems. 

The institute will eventu¬ 
ally be housed In a building 
scheduled to be con¬ 
structed soon near the uni¬ 
versity’s main complex. It 
is expected to be staffed 
by 250 personnel, mostly 
scientists and technicians. 
Policy and program guid¬ 
ance will be provided by a 
council consisting of the 
Joint Logistics Command¬ 
ers and high-level repre¬ 
sentatives of the office of 
the secretary of defense 
and the major DoD 
agencies. 

Contract performance 
will begin upon completion 


operating the facility is 
$103 million. fOASD (PA) 
news release: November 
14, 1984; New York Times. 
November 15, 1984) 


OPM promotes use 
of temporary workers 

In a significant policy 
turnaround, the Office of 
Personnel Management 
has issued a directive that 
encourages federal 
agencies to hire temporary 
rather than career-status 
employees. 

The policy clears the 
way for use of more tem¬ 
porary workers in positions 
up to and including those 
at the GS-12 level. Until 
now, temporary hires have 
filled predominantly GS-1 
through GS-7 positions. 

The new policy also per¬ 
mits temporaries to remain 
on the payroll for four 
years before an OPM- 
approved extension Is 
needed. In the past, this 
extension was necessary 
after just two years. 

According to OPM offi¬ 
cials, the policy shift is de¬ 
signed to correct a work 
force imbalance brought 
about by the disproportion¬ 
ate reduction in positions 
held by temporary workers 
during the past four years. 
They also see it as a cost- 
effective measure because 
temporaries do not partici¬ 
pate in supplemental re¬ 
tirement and insurance 
programs. The Initiative 
does not set savings or 





Hotline proving a 
potent fraud buster 

Since its inception in 
June 1981, the Oefense 
Hotline for reporting fraud, 
waste, ancf abuse has re¬ 
ceived 23,400 tips, more 
than 7,600 of which have 
led to substantive investi¬ 
gations. Callers have re¬ 
ported irregularities rang¬ 
ing from automobile 
misuse to major contract 
fraud. 

In 1984, the number of 
hotline calls and letters av¬ 
eraged 880 per month, 
about 380 more than the 
monthly average for each 
of the two preceding years. 
According to program offi¬ 
cials, not only has the 
number of contacts in¬ 
creased, but so too has the 
quality of the information 
^ceived. Currently, about 
le-third of the contacts 
e referred for in-depth 
■view. 

Examples of cases 
brought to light as a result 
of hotline tips include the 
following: 

• Two GS-13 Navy civil¬ 
ian employees accepted 
for personal use promo¬ 
tional airline tickets given 
to them as a bonus for job- 
related travel. These two 
ndividuals intentionally 
ailed to consign the tickets 
a the governmant and, as 
i result, received letters of 
reprimand and had to reim¬ 
burse the government a to¬ 
tal of $5,597. 

• In 1983 a DoD activit 


blanket that had been 
available for S20t in 1982. 
Investigation revealed that 
a new manager, who failed 
to receive a procurement 
history data package, had 
procured the item on a 
sole-source basis. A com¬ 
petitive contract has since 
been awarded at a price of 
$201 per item; projected 
three-year savings will 
amount to $158,000. 

• An Air Force officer 
was conducting personal 
business while on duty. As 
a representative of two re¬ 
tail firms, he was selling 
the firms’ products to sub¬ 
ordinates and other Indi¬ 
viduals. The officer re¬ 
ceived a fine of $1,634 and 
opted to retire rather than 
face a general court- 
martial. 

• Three DoD employees 
voluntarily reimbursed the 
government nearly $1,000, 
which represented partial 
repayment of fraudulently 
obtained funds. An investi¬ 


gation disclosed that they 
had knowingly submitted 
false lodging receipts to 
document payment for mo¬ 
tel rooms during time they 
were actually at home. 

DoD also took action to re¬ 
cover the remainder of the 
money and to remove the 
employees from govern¬ 
ment service. (OASD (PA) 
news release: November 
7, 1984) 

Army to construct 
supply complex 

The Army has begun 
preparing for construction 
of a $174 million supply 
distribution center at New 
Cumberland Army Depot, 
Pennsylvania. Upon its 
completion in 1988, the 
1.7-miilion-square-foot 
complex will be the largest, 
most modern military stor¬ 
age and distribution facility 
in the free world. 

Floor space at the center 
will be roughly equivalent 
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to 30 football fields. The 
receiving and loading dock 
will be large enough to ac¬ 
commodate any combina¬ 
tion of 127 semitrailers and 
sea vans. Additionally, a 
rail-loading dock inside the 
center will have the capac¬ 
ity to receive four 80-foot 
rail cars at once. The com¬ 
plex will also house an op¬ 
erations and support ele¬ 
ment and provide office 
space for 563 personnel. 

New Cumberland Army 
Depot is the distribution 
point for more than 90 per¬ 
cent of Army supplies 
shipped to Europe. (New 
Cumberland Army Depot 
news release: August 24, 
1984; Army Times: Novem¬ 
ber 5, 1984) 

Ruling eases burden 
of proving nexus 

A major decision re¬ 
cently handed down by the 
Merit Systems Protection 
Board makes it easier for a 
federal agency to dismiss 
an employee whose off- 
duty behavior reflects a 
low moral character or 
suggests that he or she 
may pose a physical dan¬ 
ger to coworkers. 

The case involved dis¬ 
missal of a federal em¬ 
ployee who was arrested 
and indicted for felonious 
conduct, Including armed 
robbery. The board con¬ 
cluded that an agency 
could arbitrarily dismiss an 
individual whom civil au¬ 
thorities had charged with 
what could be reasonably 



Construction of New Cumberland Army Depot’s $174 million 
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Most significantly, the 
board ruled that the 
agency could do so without 
proving a connection be¬ 
tween such conduct and 
the individual's job per¬ 
formance. Proof of such a 
connection, or nexus, is a 
legal burden traditionally 
shouldered by the govern¬ 
ment. Under the new rul¬ 
ing, there is a presumption 
of nexus which the em¬ 
ployee must disprove. 
(OPM news release: No¬ 
vember 19, 1984) 


AF unveils plans for 
munitions dispenser 

Engineers at the Air 
Force Systems Com¬ 
mand's Armament Divi¬ 
sion, Eglin AFS, Florida, 
are laying plans to develop 
an air-to-ground submuni¬ 
tion dispenser that will be 
launched from advanced 
tactical fighter aircraft out¬ 
side enemy hlgh-threat 
areas. 

Scheduled to begin in 
June 1985, the Advanced 
Weapon Carriage Integra¬ 
tion Technology program 
represents the Air Force’s 
first attempt to develop a 
weapon featuring 
conformal blended-body 
design. By reducing the 
drag commonly experi¬ 
enced with pylon weapons 
carriage, the conformal de¬ 
sign will significantly In¬ 
crease the speed and 
range of tactical fighter air¬ 
craft, which will be able to 
carrv as ma v as our o 




Launched from stand-otf range by lactical fighter aircraft, 
submunition dispensers will deliver their payloads to the (argot 
area while tho launch aircraft romalns outside high-threat 
airspace, rus Ain force illustration) 


Advanced tactical air¬ 
craft equipped with the 
new systems will be able to 
“launch and leave." a ca¬ 
pability that will enhance 
aircraft survivability. Air 
Force officials are hoping 
to begin flight testing In 
1987. (USAF Systems 
Command Armament Divi¬ 
sion news re/ease; Octo¬ 
ber 10, 1984) 

Camegle-Mellon to run 
DoD software unit 

The Department of De¬ 
fense has selected 
Carnegie-Mellon Univer¬ 
sity, In Pittsburgh, 
Pennsylvania, to imple¬ 
ment and operate the de¬ 
partment’s new Software 
Engineering Institute. 

As a federally funded re¬ 
search and development 
center, the institute will 
support DoD efforts In 
so twa e nalne ina oe- 


software technology to 
areas such as intelligence, 
surveillance, and com¬ 
mand and control. The 
center’s mission will pri¬ 
marily focus on technology 
transition. Private-sector 
firms will continue to de¬ 
velop software for defense 
systems. 

The institute will eventu¬ 
ally be housed in a building 
scheduled to be con¬ 
structed soon near the uni¬ 
versity's main complex. It 
is expected to be staffed 
by 250 personnel, mostly 
scientists and technicians. 
Policy and program guid¬ 
ance will be provided by a 
council consisting of the 
Joint Logistics Command¬ 
ers and high-level repre¬ 
sentatives of the office of 
the secretary of defense 
and the major DoD 
agencies. 

Contract performance 
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operating the facility is 
$103 million. (OASD (PA) 
news release: November 
14, f984; New York Times. 
November 15, 1984) 


OPM promotes use 
of temporary workers 

In a significant policy 
turnaround, the Dffice of 
Personnel Management 
has issued a directive that 
encourages federal 
agencies to hire temporary 
rather than career-status 
employees. 

The policy clears the 
way for use of more tem¬ 
porary workers in positions 
up to and including those 
at the GS-12 level. Until 
now, temporary hires have 
filled predominantly GS-1 
through GS-7 positions. 
The new policy also per¬ 
mits temporaries to remain 
on the payroll for four 
years before an OPM- 
approved extension Is 
needed. In the past, this 
extension was necessary 
after just two years. 

According to OPM offi¬ 
cials, the policy shift is de¬ 
signed to correct a work 
force imbalance brought 
about by the disproportion¬ 
ate reduction in positions 
held by temporary workers 
during the past tour years. 
They also see it as a cost- 
effective measure because 
temporaries do not partici¬ 
pate in supplemental re¬ 
tirement and insurance 
programs. The initiative 
d es not set savinas or 




employees represent 
about 8 percent of the fed¬ 
eral work force. (New York 
Times: January 2, 1985; 
Washington Post: January 
3, 1985) 

Forecasts offered on 
DoD spending trends 

Studies conducted by 
the international research 
firm of Frost & Sullivan, 

Inc., point to several mar¬ 
ket areas in which military 
spending may increase 
notably over the next sev¬ 
eral years. 

Due in part to the admin¬ 
istration's emphasis on 
strategic strength to coun¬ 
ter the perceived Soviet 
threat, military spending 
for reconnaissance and 
surveillance is expected to 
Increase nearly 50 percent 
by ihe beginning of FY 
1989. The growth will most 
favorably affect the space 
and space-based surveil¬ 
lance market, which could 
expand by as much as 54 
percent in the next three 
yeara and account /or 
about 39 percent of the 
$7.6 billion market. 

Frost & Sullivan also 
projects expenditures of 
$23 billion in the ground- 
and ship-based military ra¬ 
dar market over the next 
4 hree years, a 25-percent 
ncrease over FY 1984 lev- 
}ls. Ongoing efforts to as¬ 
semble a 600-ship Navy 
and to upgrade the de¬ 
fense early warning sys¬ 
tem will largely be respon¬ 
sible for the rowth. By FY 


some 10 percent, while the 
Army's will decrease by 
about the same amount 
These two services will ac¬ 
count for about 50 percent 
and 21 percent of the mili¬ 
tary radar market, respec¬ 
tively. Although the Air 
Force is working on a new 
warning system that will in¬ 
clude 13 long- and 34 
short-range radars, its 
share is expected to hold 
steady at about 25 percenl 
during the next three 
years. 

Researchers also fore¬ 
cast a twofold increase in 
today's $700 million 
power-supply device mar¬ 
ket by the end of FY 1987. 
(Frost & Sullivan, Inc., 
news releases) 

LOGMARS shows It 
can be counted on 

Having been pul through 
the paces in a number of 
test exercises, including 
REFORGER 84, the Logis¬ 
tics Application of Auto¬ 
mated Marking and Read¬ 
ing Symbology, or 
LOGMARS, has proven a 
success. Users have found 
the system efficient and 
accurate in carrying out a 
variety of inventory- 
management activities, in¬ 
cluding cargo checking 
and vessel loading. 

Incorporating bar coding 
and electronic scan read¬ 
ing, LOGMARS enables 
logisticians to load data 
into a computer in about 
one-tenth the time It took 
to do so using the seven- 


DoD began requiring bar 
code marking on a vast ar¬ 
ray of items in 1982. Even¬ 
tually, the requirement is 
expected to affect more 
than 50,000 U.S. manufac¬ 
turers. Adoption of 
LOGMARS promises to re¬ 
duce government inventory 
record-keeping costs by 
more than $100 million an¬ 
nually. (Military Traffic 
Management Command 
news refease: September 
20, 1984; International Re¬ 
source Development Inc. 
news re/ease: November 
2, 1984) 

Item reutlllzatlon 
hits landmark level 

In FY 1984, for the first 
time in its 1 2-year history, 
the Defense Property Dis¬ 
posal Service directed the 
effective reuse of more 
than a billion dollars' worth 
of excess and surplus DoD 
inventory items. 

Under its reutilization 
program, which fosters the 
use and reuse of property 
no longer needed by one 
unit or agency but of value 
to another, the service was 
able to redistribute inter¬ 
nally items having a cumu¬ 
lative acquisition value of 
$1,056 billion. Additionally, 
the organization’s public 
surplus and scrap sales 
programs netted $95 mil¬ 
lion, which has been de¬ 
posited in the U.S. 
Treasury. 

Headquartered In Battle 
Creek, Michigan, the De¬ 
fense Property Disposal 


Agency. (DPDS news re- i 
lease: December 7, 1984) 

The "right stuff" 
for managers 

What does it take to be a 
successful manager? From 
an analysis of 5,000 em¬ 
ployee opinions on the 
subject, Harbridge House, 
Inc., derived ten factors 
critical to success: 

1 ) An ability to establish 
and communicate clear 
goals, both for groups and 
individuals. 

2) Two-way communica¬ 
tion that is candid, honest, 
and direct. 

3) A supportive attitude 
toward people and a will¬ 
ingness to coach them. 

4) A focus on recognition 
of individuals for good per¬ 
formance rather than for 
seniority or personal rela¬ 
tionships and less empha¬ 
sis on criticism for poor 
performance. 

5) Establishment of on¬ 
going controls, including 
follow-up on important ac¬ 
tions and feedback con¬ 
cerning performance. 

6) Selection of the right 
people to staff ihe 
organization. 

7) An awareness of and 
appreciation for the finan¬ 
cial implications of 
decisions. 

8) Receptiveness to in¬ 
novation and new Ideas. 

9) Decisiveness once 
the lime for employee input 
and debate has passed. 

10) A level of integrity 
that inspires employee re- 





Logistics Support Analysis Workshop 

Feb 19-21 Los Angeles, CA 

CONTACT: (205) 539-3800 
Society of Logistics Engineers, 

303 Williams Avenue, Suite 922, 

Huntsville, AL 35873 

Subcontract Management and Advanced 


Purchasing Techniques 
Feb 25-Mar i 
Mar 25-29 

Government Contract Law 

Mar 20-22 


Los Angeles, CA 
Washmgion, DC 

San Francisco, CA 


CONTACT: (818) 966-4576 

The American Graduate University/ 

Procurement Associetes, Inc., 

733 N. Dodsworth Avenue, Covina, CA 91724 

Contract Quality Assurance 

Mar 4-8 Boston, MA 

Mar 25-29 Atlanta, GA 

May 13-17 Philadelphia, PA 

May 17-21 Denver, CO 

May 20-24 San Francisco, CA 

Government Contract Administration 

Apr 29-Mar 3 Washington, DC 

May 6-10 Fort Worth, TX 

May 13-17 Atlanta, GA 

May 20-24 Boston, MA 

CONTACT: (703) 557-0885 
U.S. General Services Administration 
Training Center, P.O. Box 7 5608, 

Arlington, VA 22215-0608 

Spring National Conference on Software 
Quality and Productivity 

Mar 7-8 Williamsburg, VA 

Fifth Annual Conference on Personnel and 
Training Factora in Systems Effectiveness 

May 7-9 San Antonio, TX 

CONTACT: (202) 393-3620 
National Security Industrial Association, 

Dept. TR, Suite 901, 1015 15th Street, N.W., 
Washington, DC 20005 


CONTACT: (714) 549-4773 

Decision Planning Corporation 

3184-A Airway Avenue, Costa Mesa, CA 92626 

Advanced Classification Workshop 

Mar 11-13 Washinglon, DC 

Supervisory Skills for Personnelists 

Apr 2-4 Washinglon, DC 

Fundamentals of ADP Project Management 
June 11-14 Washington, DC 

CONTACT: (202) 447-7124 
Graduate School, USDA, 

600 Maryland Avenue, S.W., Room 106, 
Washington, DC 20024 

Management Skills and Techniques for 
New or Prospective Women Supervisors 

Mar 20-22 Atlanta, GA 

Mar 25-27 San Francisco, CA 

May 15-17 Chicago, IL 

CONTACT: (518) 891-0065 
American Management Associations, 

135 West 50th Street, New York, NY 10020 

Managing Performance 

Mar 12-14 Washington, DC 

June 4-6 Washington, DC 

Program Evaluation Methods 

Mar 18-22 Washington, DC 

June 3-7 Washington, DC 

Seminar In Managerial Effectiveness 

Mar 18-22 Washington, DC 

June 3-7 Washington, DC 

Public Managers Workshop 

May 6-8 Washington, DC 

July 8-10 Washington, DC 

CONTACT: (202) 632-5671 
U.S. Office of Personnel Management, 
Washington Management Institute, 

P.O. Box 988, Washington, DC 20044 

Joint Government/Industry Symposium 
on Physical Security (SECRET—US. ONLY) 
Apr 9-11 



